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PREFACE
This publication is part of a series produced by the Institute’s staff through use of the
Institute’s National Automated Accounting Research System (NAARS). The purpose of the series
is to provide interested readers with examples of the application of technical pronouncements.
It is believed that those who are confronted with problems in the application of pronouncements
can benefit from seeing how others apply them in practice.
It is the intention to publish periodically similar compilations of information of current interest
dealing with aspects of financial reporting.
The examples presented were selected from over twenty thousand annual reports stored in the
NAARS computer data base.
This compilation presents only a limited number of examples and is not intended to
encompass all aspects of the application of the pronouncements covered in this survey.
Individuals with special application problems not illustrated in the survey may arrange for special
computer searches of the NAARS data banks by contacting the Institute.
The views expressed are solely those of the staff.

Richard D. Walker
Director, Information Technology
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I
SCOPE AND PURPOSE OF THE SURVEY
This survey is primarily intended to help accountants and auditors apply Accounting Principles
Board (APB) Opinion No. 30, Reporting the Results o f Operations—Reporting the Effects o f
Disposal o f a Segment o f a Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions. APB Opinion 30 is concerned with the reporting of gains and losses that
are either unusual or infrequent or both. A gain or loss is considered to be unusual under the
Opinion if it pertains to an event that is abnormally and significantly different from the ordinary
and typical activities of the enterprise. A gain or loss is considered to be infrequent if it pertains
to an event that is not expected to recur.
The discontinuance of operations of a segment of the enterprise is interpreted in APB Opinion
30 as an event that is invariably both unusual and infrequent. The Opinion specifies rules for
reporting gains and losses from the discontinuance of operations of segments separately from the
results of continuing operations. Other kinds of gains and losses that are both unusual and
infrequent are required to be reported as extraordinary items. A gain or loss that is unusual or
infrequent, but not both, is required to be reported as a separate component of the results of
continuing operations.
APB Opinion 30 has been given formal interpretations by both the Accounting Principles
Board and the Financial Accounting Standards Board (FASB). It has been amended by these
pronouncements:
•

FASB Statement No. 4, Reporting Gains and Losses from Extinguishment o f Debt

•

FASB Statement No. 96, Accounting for Income Taxes

•

FASB Statement No. 101, Regulated Enterprises—Accounting for the Discontinuation o f
Application o f FASB Statement No. 71

In the remainder of this survey, the term APB Opinion 30 means the Opinion including those
interpretations and amendments.
1

Classifying and measuring items in accordance with APB Opinion 30 requires considerable
judgment. An accountant or auditor who is confronted with problems in applying the Opinion can
benefit from learning how others have applied it in practice. Accordingly, this survey presents
excerpts from recently published annual reports of ninety-nine enterprises that illustrate application
of the Opinion.
The AICPA National Automated Accounting Research System (NAARS) was used to compile
the information. The examples presented were selected from the financial statements stored in the
1989/1990 and 1990/1991 annual report files. The search frames that were used are presented in
the appendix.
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II
DISPOSALS OF BUSINESS SEGMENTS
Under APB Opinion 30, the date on which the management of an enterprise commits itself to
a formal plan to dispose of a segment of the business is called the "measurement date"; the date
of closing the sale, if the disposal is by sale, or the date that operations cease, if the disposal is by
abandonment, is called the "disposal date." Loss expected from disposal is recognized at the
measurement date. Expected gain is recognized when realized—ordinarily the disposal date.
Disposal gain or loss is estimated on the measurement date on the basis of the book value and
estimated net realizable value of the segment, estimated expenses directly associated with the
disposal, and estimated income or loss from operations of the segment over the period from the
measurement date to the disposal date. Disposal gains or losses and income or loss from the
operation of a discontinued segment from the beginning of the reporting period to the measurement
date are reported in the income statement directly after income or loss from continuing operations.
Full disclosure of the disposal is made in the notes to the financial statements.
Examples of the reporting in the current reporting year of gains and losses on the disposals of
business segments by sixteen enterprises are presented below. The examples are classified
according to whether the disposal resulted in a gain or a loss.

DISPOSAL GAIN

CALMAT CO., DECEMBER 31, 1990
Calmat Co.
Consolidated Statements o f Operations
For the years ended December 31,
(Amounts in thousands, except per share data)

1990

1989

1988
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Income from continuing operations after taxes
Discontinued operations:
Income from operations (net of applicable income
taxes of $2,216 in 1990; $5,904 in 1989 and
$6,616 in 1988)
Gain on disposition of CPC
Net income

1990

1989

1988

30,446

68,148

46,462

3,089
47,310
$80,845

9,953

9,924

$78,101

$56,386

• •• •
Calmat Co.
Notes to Consolidated Financial Statements
2. Discontinued Operations:
On September 30, 1990, Onoda California, Inc. (Onoda), an indirect wholly-owned subsidiary
of Onoda Cement Co., Ltd. of Japan acquired from CalMat all of the outstanding stock of California
Portland Cement Company (CPC), a wholly-owned subsidiary, in exchange for 5,834,070 shares
of CalMat’s common stock held by Onoda. The property, plant and equipment of CPC consisted
of three cement plants, three cement transfer terminals, a 50% interest in a cement import terminal
and thirteen ready mixed concrete plants.
In the exchange, the CPC stock was initially valued at an agreed upon amount of $310 million
and CalMat’s shares were valued at $39.31 each. The CPC stock value was adjusted according to
various factors provided in the agreement. The payment of a $68 million cash dividend from CPC
to CalMat, and the assumption of $18 million in debt by CPC, equalized the CPC stock value with
that of CalMat shares exchanged. A non-taxable gain of $53,004,000 on this transaction was offset
by charges of $5,694,000 (net of tax benefits of $3,796,000) related to the decision to dispose of
CPC, resulting in a net gain of $47,310,000. The accompanying Consolidated Statements of
Operations and related footnotes have been restated for the results of the discontinued operations.

DESOTO INC., DECEMBER 31, 1990
DeSoto, Inc.
Balance Sheets
December 31
1990
1989
(in thousands o f dollars)
• •• •
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
• •••
Reserves and liabilities related to discontinued
operations and restructuring programs

••••
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12,192

8,801

December 31
1990
1989
76,958

Total Current Liabilities

88,661

••••
Statements of Operations
Year Ended December 31,
1988
1990
1989
(in thousands except per share amounts)
• •••
Earnings from Continuing Operations before
Accounting Change
Discontinued Operations:
Earnings (Loss) on Operations Discontinued
Less Income Taxes (Credit) of $3,500, $(4,395)
and $2,089, respectively
Gain on Disposal of Discontinued Operations Less
Income Taxes of $47,300
Earnings (Loss) from Discontinued Operations
Cumulative Effect on Prior Years of Change in
Accounting for Income Taxes
Net Earnings (Loss)

4,473

1,751

4,054

(11,990)

79,673
83,727

(11,990)

2,245

—
$88,200

—
$(10,239)

1,500
$4,676

—

931

2,245
—

• •••

DeSoto, Inc.
Notes to Financial Statements
J.

Discontinued Operations

As part of the Plan of Disposition, the Company sold its consumer paint and industrial coatings
businesses on October 26, 1990 and its surfactants and emulsifiers business on November 9, 1990.
The net proceeds realized from the sale of these businesses were approximately $257,000,000. The
results of operations of these businesses prior to the date of sale, as well as the gain on the sale,
are included in discontinued operations in the Statement of Operations. Revenues from discontinued
operations were $308,222,000 in 1990, $336,441,000 in 1989 and $336,502,000 in 1988.

FEDERAL SIGNAL CORPORATION, DECEMBER 31, 1990
Federal Signal Corporation and Subsidiaries
Consolidated Statements o f Income
Years ended December 31,

1990

1989

1988

28,088,000

22,100,000

18,174,000

••••

Income from continuing operations
Discontinued operations—Note J:
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Years ended December 31,

1990

Income from discontinued operations, net of
taxes of $58,000 in 1990, $488,000 in 1989,
and $231,000 in 1988
Gain on disposal of discontinued operations,
net of income taxes of $1,450,000
Net income

1989

100,000

1988

914,000

377,000

2,288,000
$30,476,000 $23,014,000

$18,551,000

• •• •
Federal Signal Corporation and Subsidiaries
Notes to Consolidated Financial Statements
Note J—Acquisitions and Divestitures
••••
In April 1990, the company sold its Autocall, Inc. subsidiary for cash. Sales of this divested
unit aggregated $3.8 million for the three-month period ended March 31, 1990 and $15.8 million
and $14.0 million for the years ended December 3 1 , 1989 and 1988, respectively. The consolidated
statements of income for 1989 and 1988 have been restated to report the operations of Autocall as
discontinued operations.

MCDONNELL DOUGLAS CORPORATION, DECEMBER 31, 1990
Consolidated Statement o f Earnings
Years Ended December 31
(Millions o f dollars, except share data)

1990

1989

1988

• •• •
Earnings (Loss) From Continuing Operations Before
Cumulative Effect of Accounting Change
Discontinued operations:
Earnings (loss) from operations, net of income taxes
Gain on disposals, net of income taxes
Earnings Before Cumulative Effect of Accounting
Change

275

(37)

372

15
16
31

2
75
77

(52)
30
(22)

306

40

350

$306

$219

$350

• •• •
Net Earnings
• •• •
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Notes to Consolidated Financial Statements
Millions o f dollars, except share data
Discontinued Operations
MDC sold its North American Field Service business in June, 1990, its Network Systems
business and Health Systems Company during 1989, and discontinued its information systems
assembly operations in the U.S. during 1990. Operating results of these businesses have been
classified as discontinued operations.
During 1989, MDC also announced its intention to partially divest its Information Systems
International unit, headquartered in the United Kingdom. During 1990, MDC completed an
assessment of this unit to determine the possibilities and timing of divestiture activities. Although
MDC’s ultimate goal is to convert the unit into an independent UK-based Company, MDC has
decided to delay any public offering and continue for now to operate the business as a
wholly-owned unit. Operating results of this unit are included in continuing operations.
Operating results of the discontinued operations were as follows:
Years Ended December 31

1990

Revenues
Earnings (loss) from discontinued operations
before income taxes
Income taxes (benefit)
Net earnings (loss) from discontinued operations
Gain on disposals, net of income taxes of $13
in 1990, $48 in 1989 and $18 in 1988

1989

1988

$96

$406

$586

$24
9
$15

$ 3
1
$ 2

$(80)
(28)
$(52)

$16

$ 75

$ 30

Net assets (liabilities) of the discontinued operations included in Other Assets are $(2) million and
$53 million at December 31, 1990 and 1989, respectively.

OCEAN DRILLING & EXPLORATION COMPANY, DECEMBER 31, 1990
Ocean Drilling & Exploration Company and Subsidiaries
Consolidated Balance Sheets
December 31, 1990 and 1989
1990

1989(*)

318,864,000

305,988,000

243,331,000
1,617,000

273,755,000
5,363,000

• •• •
Total current assets
••••
Net property and equipment
Deferred charges and other assets
••••
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1990
Net investment in discontinued
diving operations

1989(*)

—

25,291,000

$905,557,000

$940,296,000

••••
(*) Restated.
See accompanying notes to consolidated financial statements.

Ocean Drilling & Exploration Company and Subsidiaries
Consolidated Statements o f Operations
Years Ended December 31, 1990, 1989, and 1988
1990

1989(*)

1988(*)

••••
INCOME FROM CONTINUING
OPERATIONS
DISCONTINUED OPERATIONS
Income (loss) from operations
Gain (loss) on disposal
Income (loss) from discontinued operations
INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM

45,397,000

32,495,000

17,722,000

2,027,000
17,291,000
19,318,000

(31,624,000)
(30,463,000)
(62,087,000)

(48,162,000)
—
(48,162,000)

64,715,000

(29,592,000)

(30,440,000)

••••
NET INCOME (LOSS)

$77,660,000

$(29,592,000) $(30,440,000)

• •••
Notes to Consolidated Financial Statements
Discontinued Operations
• •• •

On April 18, 1990, the Company sold its diving business segment for an adjusted sales price
of $65,333,000. Such amount is net of certain liabilities assumed pursuant to the terms of the sales
agreement. As a result of the sale, activities of the diving business segment have been accounted
for as discontinued operations. The Company’s consolidated financial statements for prior periods
have been restated to conform to the current presentation. In the consolidated statements of
operations for the year ended December 31, 1990 an after-tax gain on the sale of the diving
operations of $28,353,000 ($34,353,000 pre-tax) has been included in the gain (loss) on disposal
component of discontinued operations. Selected operating results for the discontinued diving
operations, which for 1990 only include operations through April 18, are presented in the following
table. Such amounts are included in the income (loss) from operations component of discontinued
operations.
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1990

Revenues
Income (loss) from operations

1989
1988
(In Thousands of Dollars)

$16,183
$ 2,027

74,438
11,330

69,495
(2,612)

Net assets of discontinued diving operations (in thousands of dollars), which are presented as
a net amount in the consolidated balance sheet at December 31, 1989, were as follows:
Current assets
Current liabilities
Net current assets
Property and equipment — net
Other noncurrent assets
Noncurrent liabilities
Net noncurrent assets
Net assets

$22,816
(15,803)
7,013
20,712
14
(2,448)
18,278
$25,291
••••

REUTER INC., DECEMBER 31, 1990
Consolidated Balance Sheets
As of December 31,
1990
1989
(As Restated)
• •••

Other current assets
Net assets held for sale
Total current assets

80,316
810,106
9,475,550

56,931
1,019,514
6,988,583

• •• •

Consolidated Statements o f Operations
For the Years Ended
_____ December 31,_____
1990
1989
(As Restated)
••••

Loss from continuing operations
Discontinued Operations:
Income (loss) from discontinued
operations
Gain on disposal of assets
Income (loss) from discontinued
operations
Net loss

(4,545,590)

(5,940,546)

100,756
657,008

306,622

757,764
$(3,787,826)

306,622
$(5,633,924)

9

Notes to Consolidated Financial Statements
Note 4. Discontinued Operations:
During 1990, the Company undertook a formal plan to dispose of all refuse collection
operations in order to focus its efforts on its manufacturing and waste processing and recycling
operations. During the second quarter of 1990, the Company sold two of its three waste collection
operations recognizing a gain of $657,008. Proceeds from the sales of assets of discontinued
operations in fiscal 1990 totaled $1,028,819. Net sales of the discontinued operations were
$2,171,289, $2,576,027 and $1,662,752 in 1990, 1989 and 1988, respectively.
Certain vehicles from the refuse collection operations sold were not conveyed as part of these
transactions. These vehicles, with a net book value of $177,440, are included in Net assets held for
sale at December 31, 1990, along with the net assets of the remaining refuse collections operations
still owned and operated by the Company.
The Company expects to complete the sale of its remaining refuse collection operation by
December 31, 1991. The selling price that the company has estimated exceeds the book value of
net assets to be sold.
Assets and Liabilities of discontinued operations as of December 31,1990 and 1989 are
summarized as follows:
As of December 31,
1990
1989
Assets
Accounts receivable, net
Other current assets
Total current assets
Property, plant and equipment, net
Other assets
Total Assets

$ 101,319
64,959
166,278
1,206,492
6,463
$1,379,233

$ 113,926
10,235
124,161
1,702,976
42,786
$1,869,923

Liabilities
Accounts payable, trade
Notes payable
Current portion of long-term debt
Accrued expenses
Total current liabilities
Long term debt less current portion
Total liabilities
Minority interest

$ 189,106
35,584
346,801
44,657
616,148
138,545
754,693
(185,566)

$ 155,106
22,882
290,877
82,923
551,788
459,981
1,011,769
(161,360)

Net assets held for sale

$ 810,106

$1,019,514

1990

1989

SQUARE D COMPANY, DECEMBER 31, 1990
Consolidated Balance Sheets
(Dollars in thousands, except per share)
December 31
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Current Assets:
••••

December 31

1990

1989

Net assets of discontinued operation
Total Current Assets

—
761,649

117,116
690,568

Property, Plant and Equipment—net
Net Assets of Discontinued Operations

450,102
36,681

418,478
52,949

Consolidated Statements o f Net Earnings
(Amounts in thousands, except per share)
Year Ended December 31

1990

1989

1988

116,646

101,106

111,082

(312)

798

7,852

4,391
4,079
120,725

798
101,904

7,852
118,934

••••

Earnings from Continuing Operations
Discontinued Operations:
(Loss) earnings from operations, net of income
tax (benefit) expense— 1990—$(1,188); 1989—
$(1,086); 1988—$3,831
Gain on disposal, net of other provisions; net of
income taxes of $1,865
Earnings from Discontinued Operations
Net Earnings
••••

Notes to Consolidated Financial Statements
(Dollars in thousands, except per share)
B. Discontinued Operations
As of June 30,1990, the company reported its General Semiconductor Industries (GSI) business
as a discontinued operation, and as of September 30, 1989, the company reported its Yates
Industries (Yates) copper foil business as a discontinued operation. Accordingly, the consolidated
financial statements of the company have been reclassified to report separately the net assets and
operating results of these discontinued operations. Financial results for periods prior to the dates
of discontinuance have been restated to reflect continuing operations.
In January 1990, the company concluded the sale of its Yates operations in Europe and its 50
percent joint venture interest in Japan. In April 1990, the company completed the sale of its Yates
operation in Bordentown, N.J. Total gross proceeds from the sale of all Yates operations were
$175,476. The proceeds from the sale of Yates operations and the associated costs approximated
management’s original estimates. Management is actively pursuing the sale of the GSI business.
A gain from the sale of Yates, offset by provisions for a loss on the prospective sale of GSI

11

and costs associated with other previously discontinued businesses, resulted in a gain of $4,391, net
of income taxes, in the second quarter of 1990 from discontinued operations. The gain on the sale
of Yates is net of a $14,000 provision for long-term environmental costs. The gain from the sale
of Yates’ foreign locations included a gain of $6,895 from the recognition of cumulative translation
adjustments.
Net assets of discontinued operations were $36,681 and $170,065 at December 31, 1990 and
1989, respectively. These amounts consist of current assets; property, plant and equipment; other
noncurrent assets; and current and noncurrent liabilities.
Sales applicable to the discontinued operations prior to the dates of discontinuance were
$16,158, $124,121 and $159,000 in 1990, 1989 and 1988, respectively. Interest expense of $249,
$2,730 and $2,246, net of income taxes, was allocated to the discontinued operations prior to dates
of discontinuance based on net assets for 1990, 1989 and 1988, respectively. The operating results
of GSI from the date of discontinuance to December 31, 1990 were immaterial.

5100 UNITED INNS INC., SEPTEMBER 30, 1990
Consolidated Balance Sheet
September 30,
1990
1989

26,808,738

Total current assets

Other Assets (Note 1)
Net assets of discontinued operations (Note 10)

23,286,636

10,386,500

Consolidated Statement o f Income

1990

Loss from continuing operations
Discontinued operations (Note 10):
Income (loss) from discontinued operations
(net of applicable income taxes):
Furniture manufacturing
Car washes
Gain on disposal of business segments
(net of applicable income taxes)
Net income (loss)
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Year Ended September 30,
1989
1988

(319,031)

(11,700,410)

(5,180,715)

138,952
(283,293)

1,022,407
(325,280)

1,184,721
(571,581)

4,329,708
$3,866,336

2,391,705
$(8,611,578)

$(4,567,575)

Notes to Consolidated Financial Statements
10. Discontinued Operations
On January 30, 1990, the Company sold the assets and the business of its furniture
manufacturing division to a group of investors, which included an officer and director of the
Company, for a cash sale price at $11,851,204. The sale resulted in a gain before tax of $6,739,499.
Tax on the gain was $2,409,791, for an after-tax gain of $4,329,708.
The furniture manufacturing division has been reported as a discontinued operation and
accordingly, the gain from the sale and the operating results for the current year and previous years
have been reported separately from continued operations.
Operating results of the furniture manufacturing division were as follows:
(**)1990
Sales
Income before income tax
Income tax
Income from Discontinued
Operation

1989

1988

$7,682,059
$ 358,411
(*)219,459

$24,810,666
$ 1,611,826
589,419

$25,820,746
$ 1,867,563
682,842

$ 138,952

$ 1,022,407

$ 1,184,721

(*) Includes $100,556 of taxes from IRS Examination.
(**) Four Months Operations
On June 22, 1990, the Company acquired the assets of the Mr. Pride car washes from the
former purchaser as the result of their failure to pay a $5,503,649 note and other indebtedness under
the terms of a settlement agreement entered into during the second quarter of 1990. This acquisition
has been accounted for as a purchase and accordingly, the acquired assets and liabilities have been
recorded at their estimated fair value at the date of acquisition totaling $10,386,500. The aggregate
estimated fair values of net assets approximates the Company’s cost of the acquisition. The
operations of the car washes are included in the consolidated statement of income from the date of
acquisition as discontinued operations, since it is the Company’s intent to dispose of them. The
assets of the discontinued operation have been classified on the balance sheet from the historic
classification to separately identify them as net assets of discontinued operation. Mortgage debt of
$4,488,646, relating to the acquired assets is included in current liabilities.
Operating results of the Car Wash Division were as follows:
1990

1989

1988

Sales

$1,544,665

$2,728,461$15,709,016

Loss before income tax
Income tax
Loss from Discontinued Operation

(434,829)
(151,536)
$(283,293)

(495,321)
$ (812,619)
(170,041)(241,038)
$(325,280)
$ (571,581)

Results for 1990 covered three months and for 1989 two and one-half months. As a result of
the bankruptcy of the former purchaser and possible pending litigation, the final disposition of
various credits relating to the settlement is uncertain. It is the opinion of management that the
ultimate resolution will not have a material effect on the Company’s financial position or results
of operations.
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DISPOSAL LOSS
COLLAGEN CORPORATION, JUNE 30, 1991
Collagen Corporation
Consolidated Balance Sheet
June 30,
(Dollars in thousands)

1991

1990

LIABILITIES AND STOCKHOLDERS’
EQUITY
Current liabilities:

1,710

Accrual for discontinued operations

18,759

Total current liabilities

12,159

Collagen Corporation
Consolidated Statement o f Operations
(In thousands, except per share amounts)
Years ended June 30,

Income from continuing operations
Discontinued operations:
Loss from operations and disposal of
Celtrix Laboratories, Inc. (net of
income tax benefit)
Loss from operations and disposal of
dental implant business (net of
income tax benefit)
Income (loss) before extraordinary item
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1991

5,113

1990

6,873

1989

4,095

(2,779)

(948)

(13)

(6,683)
(9,462)
(4,349)

(1,830)
(2,778)
4,095

(1,252)
(1,265)
2,830

Collagen Corporation
Notes to Consolidated Financial Statements
2. Discontinued Operations
On January 23, 1991, the Board of Directors of the Company approved the declaration of a
special dividend to spin-off its wholly-owned subsidiary, Celtrix Laboratories, Inc. ("Celtrix").
Company stockholders of record as of the close of business on the February 15, 1991 record date
received one share of Celtrix common stock for every four shares of Collagen common stock. The
Company contributed approximately $18.6 million in cash, cash equivalents and short-term
investments ($21.1 million less repayment of advances of $2.5 million), plus $3.8 million of certain
other net assets related to the operations of Celtrix.
On April 4, 1991, the Board of Directors of the Company ratified management’s
recommendation to discontinue the titanium-based dental implant business and authorized efforts
to sell the operation. A provision of $5.6 million, net of an income tax benefit of $1.2 million, has
been recorded for the loss on disposal of net assets of the dental implant business including
estimated future costs. The net assets of the dental implant business at March 31, 1991 consisted
primarily of receivables, inventories, fixed assets and goodwill. The Company expects to dispose
of the assets by March 31, 1992. Results of operations for the dental implant business include
allocated expenses of $815,000, $1,261,000 and $918,000 in the nine-month period ended March
31, 1991, and fiscal years ended June 30, 1990 and 1989, respectively.
The results of operations for Celtrix and the dental implant business have been presented
separately as discontinued operations. The following table summarizes the revenues, loss from
operations and loss per share for the three fiscal years ended June 30.
Years ended June 30:
(In thousands, except per share amounts)
Revenues:
Celtrix Laboratories, Inc.
Dental implant business
Loss from discontinued operations:
Loss from operations of Celtrix
Laboratories, Inc. (net of income
tax benefit of $1,517, $680, and
$347, respectively)
Loss on disposal of Celtrix Laboratories,
Inc. (net of income tax benefit of $409
in 1991)
Loss from operations of dental implant
business (net of income tax benefit of
$768, $1,150, and $697, respectively)
Loss on disposal of dental implant business
including provision for operating losses
of $1.8 million during the phase-out
period (net of income tax benefit of
$1,181 in 1991)

1991

1990

1989

$

$

331
1,224

$ 1,202

$ (948)

$ (13)

(1,830)

(1,252)

$(2,778)

$(1,265)

216
934

$(2,188)

1,108

(591)

(1,042)

(5,641)
$(9,462)
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CONSUMERS WATER COMPANY, DECEMBER 31, 1990
Consolidated Balance Sheets
December 31, (Dollars in Thousands)

1990

Net property, plant and equipment
Assets of Discontinued Operations, Net (Note 12)

1989

262,152
—

244,806
10,821

$302,550

$287,782

Consolidated Statements o f Income
For the years ended December 31,
(In Thousands Except Per Share Amounts)

Income from Continuing Operations
Income (Loss) from Discontinued Operations:
Before Discontinuance
Provision for Loss on Disposal of Discontinued
Operations
Total from Discontinued Operations (Note 12)
Net Income (Loss)

1990

7,346

1989

7,512

1988

8,616

(413)

(629)

(80)

(8,879)
(9,292)
$(1,946)

—
(629)
$6,883

—
(805)
$9,421

Notes to Consolidated Financial Statements
(12)

Discontinuance of Real Estate Operations

On July 11, 1990, the Company announced its intention to discontinue and dispose of its real
estate business, which includes The Dartmouth Company (Dartmouth) and its wholly-owned
subsidiary, Arcadia Company (Arcadia). The operations of Dartmouth and Arcadia consist primarily
of fourteen real estate development and rental properties of which one has been sold as of
December 31, 1990, with four additional properties under contract. In February, 1991, the
Company decided to cease any further investment in Dartmouth. This action was in response to
increasingly stringent financing requirements for real estate investors, recent bank failures creating
a considerable inventory of properties on the market at distressed prices and the inability to forecast
a near-term bottom to the New England real estate market decline. At December 31, 1990,
Dartmouth had notes payable to financial institutions aggregating $14.2 million, which were secured
by its real estate assets, and other liabilities of $420,000. Dartmouth has proposed to the financial
institutions involved that it continue its plan to dispose of its assets and utilize the proceeds to
satisfy its outstanding obligations to these institutions to the extent available. Due to the current
market conditions, Dartmouth believes that the proceeds from the sale of the assets may not be
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adequate to service all of the debt. In light of these developments, the Company increased its
reserve to $8.9 million, which reduced its investment to zero.
Dartmouth’s and Arcadia’s business is being accounted for as a discontinued operation and,
accordingly, operating results to the date of discontinuance are shown separately in the
accompanying consolidated statements of income, and all financial statements presented for prior
periods have been restated. These operating results are net of related tax benefit (expense) which
amounted to $502,000 in 1990, $487,000 in 1989 and $(494,000) in 1988. Total sales by the
discontinued real estate operations were $4.9 million in 1990, $6.0 million in 1989 and $11.1
million in 1988.

DEVON GROUP INC., MARCH 31, 1991
Devon Group, Inc.
Consolidated Balance Sheets
_____ March 31,
1991
1990

($ in thousands)
Assets
• •• •

Total current assets
Property, plant, and equipment, net
Deferred charges and other assets
Net assets of discontinued operations

44,008
53,647
1,267
—

$103,294

45,268
51,108
1,298
8,513

$112,176

Liabilities and Stockholders’ Equity
Current liabilities:

Reserve for discontinued operations
Income taxes
Total current liabilities

2,049
—
18,073

—
878
22,692

Devon Group, Inc.
Consolidated Statements o f Income
($ in thousands except per share data)
Years ended March 31,

1991

1990

1989

11,892

15,198

••••

Income from continuing operations

2,994
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Years ended March 31,
Discontinued operations:
Loss on disposal
Loss from operations
Total discontinued operations
Net income (loss)

1991

1990

1989

(12,820)
(2,242)
(15,062)
$(12,068)

(74)
(74)
$11,818

(435)
(435)
$14,763

• •••
Notes to Consolidated Financial Statements
5. Discontinued Operations
On December 18, 1990, the Company announced its intention to withdraw from the financial
printing business. Accordingly, the Company recorded a reserve in its fiscal third quarter in the
amount of $18,200,000 to provide for the disposition of the related assets and liabilities of ACPY
and for approximately $2,200,000 of estimated operating losses and expenses subsequent to
December 18, 1990. The net assets, consisting primarily of accounts receivable, property, plant, and
equipment, and accounts payable, are combined and reflected on the accompanying balance sheets
as "Net assets of discontinued operations" in 1990, and, in 1991, inclusive of the effects of the
aforementioned reserve, as "Reserve for discontinued operations". For the years ended March 31,
1991, 1990, and 1989 revenues related to the discontinued operations were $32,150,000,
$28,422,000, and $24,153,000, respectively. The losses from discontinued operations for the years
ended March 31, 1991, 1990, and 1989 included related tax benefits (expense) of $8,343,000,
($392,000), and $413,000, respectively.

IMCERA GROUP INC., JUNE 30, 1991
Consolidated Balance Sheet

1991

(In millions)

At June 30
1990

ASSETS
Current assets•
••• •
Other current assets
Net assets of discontinued
operations - Notes A and E

65.3

46.5

117.9
1,131.7

725.1

• •• •
Net assets of discontinued
operations - Notes A and E

313.9
$2,250.2
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$2,130.9

Consolidated Statement o f Earnings
(In millions except per share amounts)

Earnings from continuing operations
Income (loss) from discontinued operations - Note A
Net earnings

________Years ended June 30_______
1991
1990
1989

97.2
(9.0)
88.2

55.3
1.2
56.5

53.4
63.6
117.0

Notes to Consolidated Financial Statements
(In millions except per share amounts)
N OTE A
Changes in Business
IFL Stock Transactions
In March 1991, the Company entered into a sale and option agreement with IFL under which
IFL could purchase up to 10 million shares of IFL common stock which IMCERA owned. As of
July 1991, IMCERA no longer owns any IFL shares.
Under the agreement, the Company completed the sale of nearly 6 million shares prior to June
30, 1991, for a pretax gain of $32.1 million, $7.6 million after taxes, or $.31 a share. In addition
to this gain, discontinued operations includes charges of $17.3 million, $10.7 million after taxes,
or $.43 a share, for unamortized debt issuance costs and other costs associated with the transaction.
In July 1991, the remaining approximately 4 million shares were sold for a pretax gain of $21.4
million, $5.7 million after taxes, or $.23 a share, less associated costs of $11.7 million, $7.3 million
after taxes, or $.29 a share.
Approximately 8 million of the IFL shares held by IMCERA were subject to the exchange
rights of the holders of IMCERA zero coupon exchangeable subordinated debentures. Accordingly,
the Company called these debentures for redemption for cash in connection with the IFL stock
sales. On April 23, 1991, the Company paid $217.4 million to redeem one-half of the debt and on
July 1, 1991, paid $221.7 million for redemption of the remainder.
As a consequence of the agreement with IFL, the IMCERA financial statements and related
notes for all periods presented have been restated to show the results of IFL on a discontinued basis.
Interest charges relate to the zero coupon exchangeable subordinated debentures which were directly
associated with the investment in IFL, and, prior to the issuance of these debentures, a prorated
amount of total interest charges. Discontinued operations included the following IFL operating
results for each of the three years ended June 30:
1991
Equity in earnings
Gain on IFL stock sales
Gain on IFL stock offering
Dividend income
Debenture issuance costs
IFL retiree medical costs
Interest charges

$25.1
32.1

1990
$31.4

1989
$52.9
28.6

1.1
(6.0)
(11.3)
(30.2)

(30.9)

(21.3)
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1991

1990

10.8
13.6
$ ( 2. 8)

Earnings before income taxes
Provision (credit) for income taxes
Earnings (loss) from discontinued operations

.5
(3.1)
$ 3.6

1989
60.2
3.3
$56.9

N O TE E
Investment in IFL
The carrying value of the Company’s investment in IFL common stock is included in "Net assets
of discontinued operations" at June 30, 1991 and 1990. A dividend receivable from IFL in an
amount equal to the proceeds (but not in excess of $51.9 million) which IFL expects to receive
from an insurance claim related to Canadian potash operations is included in "Investments and
long-term receivables" at June 30, 1991 and 1990.
The Company’s principal transactions with IFL were purchases of certain materials and products
and plant management services totaling $102.0 million, $93.7 million, and $96.2 million in 1991,
1990, and 1989, respectively.
Summarized financial information of IFL follows:
1991

1990

1989

$1,131.2

$1,105.7

$1,221.7

1,023.1
82.6

1,084.4
$ 137.3

Years ended June 30
Net sales
Costs and expenses, including
provision for income taxes
Net earnings

At June 30
Current assets
Noncurrent assets
Current liabilities
Noncurrent liabilities

$

1,035.4
95.8

$

1991

1990

$ 295.6
$1,443.7
$ 247.5
$ 793.2

$ 245.5
$1,339.2
$ 211.6
$ 553.4

INTERCO INC., FEBRUARY 23, 1991
Consolidated Balance Sheet
(Dollars in thousands)
February 23,
1991

February 24,
1990

14,340
831,643

87,735
837,860

Assets
Current assets:

Net current assets of discontinued operations
held for sale (note 3)
Total current assets
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Net noncurrent assets of discontinued operations
held for sale (note 3)
Property, plant and equipment:

February 23,
1991

February 24,
1990

7,290

27,112

$1,145,562

$1,161,230

February 23,
1991

February 24,
1990

(151,374)

(53,828)

(24,962)
(176,336)

86,082
32,254

Consolidated Statement o f Operations
(Dollars in thousands except per share data)

Years Ended

Net loss from continuing operations
Discontinued operations (net of tax expense
(benefit) of $(16,018) in 1991, $49,765
in 1990 and $55,047 in 1989)
Net earnings (loss)

Notes to Consolidated Financial Statements
(Dollars in thousands except per share data)
3. Discontinued Operations
In fiscal 1989, the company announced its intent to offer for sale the Apparel Manufacturing
segment and the General Retail Merchandising segment. In accordance with Accounting Principles
Board Opinion No. 30, the financial results for these segments are reported as "Discontinued
Operations".
Condensed results of the discontinued operations were as follows:

Net sales
Earnings (loss) before income tax expense
(benefit)
Income tax expense (benefit)
Net earnings (loss)
Gain (loss) on disposal (net of income
tax expense (benefit) of $(12,487),
$44,752 and $28,000 for 1991, 1990 and
1989, respectively)

1991

1990

1989

$157,898

$568,406

$1,265,789

$(10,274)
(3,531)
(6,743)

$ 16,493
5,013
11,480

$

(18,219)
$(24,962)

74,602
$ 86,082

$

67,543
27,047
40,496

33,936
74,432
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1991
Accounts receivable, net
Inventories
Other current assets
Total current assets
Current liabilities
Net current assets
Property, plant and equipment, net
Other assets
Total
Long-term liabilities
Liabilities subject to compromise
Net noncurrent assets

1990

1989

$25,745
8,335
6,721
40,801
26,461
$14,340
$17,383
2,039
19,422

$45,913
74,316
10,667
130,896
43,161
$87,735
$28,707
7,026
35,733

$122,737
205,531
17,615
345,883
97,522
$248,361
$139,531
4,061
143,592

6,831
5,301

8,621
—

45,581
—

$ 7,290

$27,112

$ 98,011

In fiscal 1991, the company disposed of Sky City Stores, Inc. and Devon Apparel through
controlled liquidations. In addition, the company commenced similar liquidations of the assets of
Megastar Apparel Group and Abe Schrader Corporation. These asset dispositions, along with the
sale of certain miscellaneous real estate, grossed the company approximately $64,139 in cash.
Management anticipates that disposal of the remaining assets in the Apparel Manufacturing segment
will be completed during fiscal 1992.
••• •
All costs and expenses (including anticipated operating losses through the final liquidation date)
are accrued and are included in gain (loss) on disposal. The net gains and losses recognized on asset
dispositions are reflected in the condensed results of the discontinued operations as gains (loss) on
disposal.

MERIDIAN BANCORP INC., DECEMBER 31, 1990
Consolidated Statements o f Income
Meridian Bancorp, Inc.
________Year Ended December 31,________
1990
1989
1988
(Dollars In Thousands, Except Per Share Data)
• •••
NET INCOME FROM CONTINUING
OPERATIONS
LOSS FROM DISCONTINUED
OPERATIONS (NET OF TAXES)
NET INCOME•
• •• •
Notes to Consolidated Financial Statements
1) Summary of Significant Accounting Policies
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48,457

102,576

89,674

(25,983)
22,474

(11,114)
91,462

(3,621)
86,053

• •••
Discontinued Operations
In September, 1990, Meridian adopted a formal plan to sell its title insurance operations, which
include Meridian Title Insurance Company and its subsidiary, American Title Insurance Company.
Disposition is currently estimated to be completed by the end of the second quarter of 1991.
Accordingly, all income and expenses related to the title insurance operations have been
removed from continuing operations and are now included in the consolidated statements of income
under the caption "Loss from Discontinued Operations (Net of Taxes)." Prior periods have been
restated to conform to reporting for a discontinued operation. Except where noted, footnote
disclosures relate solely to continuing operations.
• •••
3) Discontinued Title Insurance Operations
Selected financial data for the discontinued title insurance operations is summarized below:
1990

Loss from operations of title insurance
company (less applicable income tax
benefits of $10,993, $8,088 and $3,304
for the years of 1990, 1989 and 1988,
respectively)
Loss on disposal of title insurance company,
including provision of $6,818 for operating
losses through estimated disposal date (less
applicable income tax benefit of $3,204)
Loss from discontinued operations
(Net of Taxes)
Revenues (primarily interest income and net
title insurance premiums)

1989
1988
(Dollars in Thousands)

$(19,809)

$(11,114)

$(3,621)

(6,174)

—

$(25,983)

$(11,114)

$(3,621)

$58,074

$56,396

$63,221

—

The loss from discontinued operations for the fourth quarter of 1990 was $1,150,000.
The net assets of the discontinued operations are included in the consolidated balance sheets
under the caption "Other Assets" and consist of the following:
December 31,
1990
1989
(Dollars in Thousands)
Assets
Cash and Short-Term Investments
Investment Securities
Loans
Other Assets
Total Assets

$ 82,054
18,978
667
12,263
113,962

$ 31,898
63,074
621
15,267
110,860
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December 31,
1990
1989
(Dollars in Thousands)
Less Liabilities
Reserve for Title Losses
and Other Liabilities
Long-Term Debt
Total Liabilities
Net Assets

59,871
753
60,624

40,695
844
41,539

$ 53,338

$ 69,321

MILLICOM INC., DECEMBER 31, 1990
Millicom Incorporated and Subsidiaries
Consolidated Balance Sheets
(In thousands, except share amounts)

December 31,
1990
1989

Assets
Current Assets
• •••
Net assets of discontinued operations
(Notes 3 and 4)
Total Current Assets

12,228
55,088

—
70,969

• •••
Liabilities and Shareholders’ Equity
(Deficiency)
Current Liabilities
• •• •
Bank debt of discontinued operations
(Notes 3 and 10)

13,240
• •• •
110,977

Total Current Liabilities
• •• •
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47,556

Millincom Incorporated and Subsidiaries
Statements o f Consolidated Operations
(In thousands, except per share amounts)

Years Ended December 31,
1990
1989
••••

Loss From Continuing Operations
Discontinued Operations (Note 3)
(Loss) income from discontinued operations,
net of income taxes (benefits) of ($1,374),
($2,775), and $238
Loss on disposal of discontinued operations
(Loss) income from discontinued operations
Net Loss

(48,492)

(31,842)

(5,786)

(12,165)

( 88 )

(5,874)
$(54,366)

(12,165)
$(44,007)

• •••

Millicom Incorporated and Subsidiaries
Notes To Consolidated Financial Statements
3. Discontinued Operations
Video and Publishing Operations
In the fourth quarter of 1990, the Company decided to discontinue its operations in the video
and publishing businesses. The revenues and net loss of the Company’s operations in the video and
publishing businesses, net of intercompany amounts, were as follows:

Revenues
Net Loss

1990

1989

$ 1,079,000
$(2,666,000)

$ 937,000
$(5,055,000)

1988
$ —
$ —

Cellular Telephone Operations
On March 2 8 , 1991, the Company sold its 86.5 percent owned subsidiary, which was a cellular
service provider in the United Kingdom, for approximately $50,000,000 in cash. The Company’s
subsidiary was a reseller of telephone service (a provider) and derived its revenues from two main
sources: sales of equipment and other services to its customers and a discount on all telephone
services provided to its customers by the two cellular telephone networks in the United Kingdom.
The Company received approximately $34,000,000, after repayment of the subsidiary’s bank debt
of approximately $13,200,000, which approximated the amount outstanding at December 31, 1990.
The Company realized a gain of approximately $35,000,000, which is net of the loss from
operations of approximately $1,700,000 from January 1, 1991 to March 28, 1991. The gain on the
sale will be recognized in 1991.
The revenues and net (loss) income of the Company’s cellular telephone operations, net of
intercompany amounts, were as follows:

Revenues
Net (Loss) Income

1990

1989

1988

$105,428,000
$ (3,120,000)

$88,463,000
$(7,110,000)

$46,480,000
$ 125,000
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The results of operations of the cellular telephone, video and publishing businesses are included
in the caption "Discontinued Operations" in the accompanying statement of consolidated operations
for 1990. The statements of consolidated operations and related notes for 1989 and 1988 have been
reclassified for the results of these discontinued operations.
The assets and liabilities of the discontinued operations were as follows:
December 31,
(In thousands)
1990
1989
Cellular Telephone
Cash
Receivables
Inventories
Property, equipment and furniture
Deferred costs
Other
Total Assets

$ 1,989
11,085
842
14,771
14,596
1,560
44,843

$ 709
10,129
2,737
5,104
6,190
2,000
26,869

Less Liabilities

32,748

23,966

Net Assets of Cellular
Telephone businesses

12,095

2,903

133

587

$12,228

$ 3,490

Net Assets of Video
and Publishing businesses
Total

The liabilities of the cellular telephone business listed above do not include bank borrowings
of $13,240,000 and $323,000 at December 31, 1990 and 1989, respectively, which were not
assumed by the purchaser (approximately $13,200,000 at March 28, 1991), but were paid by the
Company from the proceeds of the sale.

4. Change in Method of Accounting for Subscriber Acquisition Fees
The Company acquired subscribers to whom it provided cellular telephone service in the United
Kingdom by having independent sale representatives solicit new subscribers. These sales
representatives were paid a fee by the Company for each new subscriber. The Company received
a fee from cellular network companies for each new subscriber. Prior to October 1, 1989, the net
fees paid to acquire subscribers were charged to expense in the period when paid.
In the fourth quarter of 1989, the Company was able to establish, based on an analysis of data
available through that date, the recoverability of the fees paid to acquire subscribers of its cellular
telephone business in the United Kingdom over future periods. Accordingly, commencing October
1, 1989, the Company capitalized acquisition fees paid to independent sales representatives on or
subsequent to that date and amortized them over three years or the actual life of the subscriber if
less than three years. On March 28, 1991, the Company sold its cellular telephone businesses in
the United Kingdom. The result of operations of this line of business for all periods presented have
been classified as discontinued operations on the accompanying statements of consolidated
operations (see Note 3).
This change in accounting method recognized a change in the estimated period of benefit of
the net acquisition fees and, accordingly, was considered as a change in estimate for purposes of
applying Accounting Principles Board Opinion No. 20 - Accounting Changes. The effect of the
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change was to decrease the loss from discontinued operations and net loss and the loss per common
share by $8,406,000 and $.54 per share, respectively, for the year ended December 31, 1990 and
by $6,190,000 and $.44 per share, respectively, for the fourth quarter and for the year ended
December 31, 1989.
At December 3 1 , 1990 and 1989, deferred net fees paid to acquire subscribers were $22,932,000
and $6,459,000, respectively, less accumulated amortization of $8,336,000 and $269,000,
respectively, and are included in net assets of the discontinued operations at December 31, 1990
and in deferred costs at December 31, 1989 in the accompanying consolidated balance sheets.
10. Borrowings and Obligations
• •••

Bank Loans
• •• •

The Company had two credit facilities with a bank in the United Kingdom for its cellular
telephone service (included in the caption "Bank debt of discontinued operations") and paging
businesses in the United Kingdom. These facilities were repaid from the proceeds of the sales of
these businesses during the first quarter of 1991.
• •••

OMNICARE INC., DECEMBER 31, 1990
Omnicare, Inc. and Subsidiary Company
Consolidated Balance Sheet
December 31,
1990

(In thousands except per share data)

Assets
Current assets:
• •••

2,970
2,302
56,385

Current assets of discontinued operations
Other current assets
Total current assets•
• •••

Goodwill, less accumulated amortization of
$1,038 (1989—$831)
Noncurrent assets of discontinued operations
Other assets
Total assets

13,463
511
1,203
$89,869
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December 31,
1990
Liabilities and Stockholders’ Equity
Current liabilities:
1,542
5,232
13,505

Current liabilities of discontinued operations
Other current liabilities
Total current liabilities
• •••

Omnicare, Inc. and Subsidiary Companies
Consolidated Statement o f Income
(In thousands except per share data)

For the years ended
December 31,
1990
• •••

Income from continuing operations
Discontinued operations
Income before cumulative effect of a change
in accounting principle

3,234
(2,786)
448
••••

Net income

$ 448
• •••

Notes to Consolidated Financial Statements
Note 3—Discontinued Operations
Effective March 31, 1990, the Company announced that it had undertaken to divest the medical
and industrial oxygen segment of its business, the Bunn/Xorbox Group, which had been operating
unprofitably for several years. During 1990, the Company’s divestiture plan was substantially
completed, resulting in cash proceeds from the disposition/liquidation of assets totalling $5.3 million
and the assumption of the Company’s obligation for an $855,000 Industrial Revenue Bond. As of
December 31, 1990, the remaining assets of Bunn/Xorbox totalled $1,328,000.
Effective August 1 , 1989, the Company sold its hospital pharmacy management business, HPI
Health Care Services, Inc. ("HPI") to Diagnostek, Inc. in a transaction valued at $27 million....
The financial statements reflect the operating results along with the gain realized in 1989 from
the sale of HPI and the loss related to the 1990 divestiture of Bunn/Xorbox as discontinued
operations. Significant financial data related to the discontinued operations of HPI and
Bunn/Xorbox follow (in thousands):
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For the years ended December 31,
1990
1989
1988
Revenues
Income (loss) from operations
Income taxes
Income (loss) from operations, less applicable
income taxes
Gain (loss) on sale or divestiture
Income taxes
Gain (loss) on divestiture, less applicable
income taxes

$ 9,165
$ (594)
286

$56,460
$ 843
(331)

$78,843
$ 2,042
(790)

$ (308)
$(3,661)
1,183

$ 512
$ 1,940
(850)

$ 1,252
$
—

$(2,478)

$ 1,090

$

—
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III
DISPOSAL OF PART OF A LINE OF BUSINESS
APB Opinion 30 distinguishes between the disposal of a segment of an enterprise and the
disposal of part of a line of business of the enterprise. It interprets the disposal of part of a line
of business as an event that is never unusual. Consequently, APB Opinion 30 prohibits the gain
or loss on disposal of part of a line of business from being reported in the same manner as the gain
or loss from disposal of a segment. However, the two kinds of gains and losses are required to
be measured in the same way. A gain or loss on disposal of part of a line of business must be
presented as a separate component of income from continuing operations, assuming the disposal
is an infrequent event.
Examples of reporting gains or losses that are apparently the result of disposal of part of a line
of business as a separate component of income from continuing operations in the current reporting
year by nineteen enterprises are presented below. The disposals were not described as either
unusual or infrequent. The examples are classified according to whether the disposal resulted in
a gain or a loss.

DISPOSAL GAIN

AUTOMATIC DATA PROCESSING INC., JUNE 30, 1990
Notes to Consolidated Financial Statements
Years ended June 30, 1990, 1989, and 1988
Note 2. Acquisitions and Dispositions
A. During fiscal 1990 and 1989, the Company sold various business components, including
banking, Canadian quotation, manufacturing, automated teller and real estate services, and a
majority interest in its Brazilian subsidiary, for total proceeds of approximately $87,000,000 and
$96,000,000, respectively. The divested operations during the two year period represented
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approximately 8% of annual consolidated revenues. These dispositions will not have a material
effect on ongoing earnings. The Company also transferred the hardware maintenance function for
Brokerage quotation terminals from ADP’s in-house staff to IBM. The above transactions resulted
in pretax gains approximating $53,000,000 and $66,000,000 in 1990 and 1989, respectively.
• •••

DURAKON INDUSTRIES INC., DECEMBER 31, 1990
Consolidated Statements o f Operations
1990

Years Ended December 31,

1989

1988

• •••

Income before other expense and
income taxes
Other income (expense)
Income (loss) before income taxes

2,351,431
1,955,288
4,306,719

2,588,942
(20,214,517)
(17,625,575)

3,719,352
(1,617,585)
2,101,767

• •••

Notes to Consolidated Financial Statements
NOTE 2. Business Combination and Divestiture
The Company acquired all of the common stock of DFM Corporation (DEM), effective September
1, 1987. DFM manufactures, distributes and sells bug and gravel deflector shields and related
products for use primarily in the Pickup Truckbed Liners and Accessories Industry. All of the
common stock of DFM was sold, effective May 31, 1990, for $10,368,000, consisting of cash and
a warrant to acquire a 16.7% interest in the entity that acquired DFM. The non-taxable gain
associated with the sale is approximately $1,955,000. Operating results of DFM for the years ended
December 31, 1990, 1989 and 1988 follows: (000’s omitted)

Net sales
Cost of products sold
Gross profit
Selling, general and administrative
expenses
Income before interest, other income
and expense, and income taxes

1990
(Five
Months)

1989
(Twelve
Months)

1988
(Twelve
Months)

$13,455
8,639
4,816

$24,149
15,206
8,943

$23,254
11,499
11,755

3,682

8,148

7,951

795

$ 3,804

$ 1,134

$

NOTE 14. Other Income and Expense
Other income for 1990 represents the non-taxable gain associated with the sale of all of the
outstanding capital stock of DFM Corporation....
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EASTERN ENTERPRISES, DECEMBER 31, 1990
Consolidated Statement o f Income
_____ Year ended December 31,
1990
1989
1988

(In thousands o f dollars,
except per share amounts)
• •• •

Income from operations:
Other income (expense):
Gain on sale of Peabody Holding
Company, Inc. (Note 8)
Equity in earnings of Peabody
Holding Company, Inc. (Note 8)

88,590

79,690

67,858

10,000

—

—

3,887

13,621

14,003

• •• •

Notes to Financial Statements
8. Peabody Holding Company, Inc.
On April 2 , 1990 Eastern sold its 15.01% interest in Peabody Holding Company, Inc. ("Peabody")
and a related company, Mid-Continent Barge Lines, Inc. ("MCBL"), for $167,919,000 in cash. The
transaction resulted in a gain of $10,000,000 or $.43 per share. Condensed consolidated financial
information for Peabody prior to the sale is as follows:
Operations
(In thousands o f dollars)
As reported by Peabody:
Operating revenues
Operating income
Net income
Eastern’s equity in Peabody’s
reported net income
Less-amortization of premium
Equity in earnings

Financial Position
(In thousands o f dollars)
As reported by Peabody:
Current assets
Non-current assets, net of accumulated
depreciation and depletion
Current liabilities
Long-term debt, deferred credits and other
non-current reserves
Net assets

______ Year ended December 31,
1989
1988
1990

$471,145
$ 60,265
$ 28,675

$1 ,780,129
$ 214,735
$ 101,861

$

$

$

4,304
(417)
3,887

$

$1 ,794,114
$ 217,148
$ 104,406

15,289
(1,668)
13,621

$
$

15,671
(1,668)
14,003

December 31,
1989

$

411,754
1,952,341
2,364,095
(388,051)

$

(1,354,165)
621,879
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December 31,
1989

Financial Position
(In thousands o f dollars)
Eastern’s equity in Peabody’s reported net
assets
Plus-unamortized premium
Investment

$
$

93,344
62,245
155,589

MARTIN MARIETTA CORPORATION, DECEMBER 31, 1990
Notes to Financial Statements
Martin Marietta Corporation and Consolidated Subsidiaries
Note L:
Other Income and Expenses (add 000)
1990

1989

1988

• •• •

Gain from sale of operations

8,751

—

164,271

$34,504

$7,789

$117,189

••••

Total
• •••

Gain from sale of operations in 1990 represents the initial sale in the Corporation’s planned
divestiture of holdings of its Orlando Central Park, Inc., subsidiary in Florida.
• •• •

MCDONALD & COMPANY INVESTMENTS INC., MARCH 29, 1991
Consolidated Statements o f Income
Fiscal Year Ended
(In thousands, except share
and per share amounts)

March 29,
1991

March 30,
1990

March 31,
1989

358
716
$81,033

644
—
$75,419

610
—
$63,389

• •• •

Revenues

Equity in earnings of joint venture (Note B)
Gain on sale of joint venture (Note B)
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• •• •
Notes to Consolidated Financial Statements, March 29, 1991
Note B—Investment In and Note Receivable From Joint Venture
On December 3 1 , 1986 the Company entered into a joint venture partnership with MRCEB, Inc.
("MRCEB"), formerly named Meuse, Rinker, Chapman, Endres & Brooks Incorporated, an Ohio
corporation. The partnership, Meuse, Rinker, Chapman, Endres & Brooks ("Meuse Rinker"), was
formed to continue the investment banking and brokerage business previously conducted by
MRCEB.
The Company accounted for its 50% interest in the joint venture partnership on the equity
method. The excess of the cost over the fair value of assets acquired was being amortized over a
25-year period.
As of July 31, 1990, the Company sold its 50% general partnership interest in Meuse Rinker.
The sale resulted in a gain of approximately $716,000.
The Company participated in certain investment banking and underwriting activities with Meuse
Rinker and continues to transact business with Meuse Rinker. Such transactions are in the ordinary
course of business and are subject to normal terms.

MOTO PHOTO INC., DECEMBER 31, 1990
Consolidated Statements o f Operations
Moto Photo, Inc. and Subsidiaries
Year Ended December 31,

1990

1989

1988

12,410
—

726,140
—

153,944
211,827

36,687,348

38,655,455

31,461,269

Revenues

Gain on sale of stores—Note B
Other

Notes to Consolidated Financial Statements
Note B. Summary of Significant Accounting Policies

Stores Acquired for Resale: The Company, as part of its franchising activities, offers
Company-owned stores for sale as franchises. The Company cannot specifically identify which
stores may be refranchised or when such transactions may occur. Consequently, until a store is
refranchised, sales, results of operations and related assets and liabilities are included with those of
the Company-owned stores. The Company sold one Company-owned store in 1990, four in 1989,
and three in 1988 as franchises.
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PPG INDUSTRIES INC., DECEMBER 31, 1990
Statement o f Earnings
PPG Industries, Inc. and Consolidated Subsidiaries
__________ For the Year__________
1990
1989
1988

(Millions)
• •••

Total other expenses

1,608.8

1,507.7

1,498.0

.3

28.1

(23.4)

778.7

756.7

788.3

• •••

Business divestitures and realignments
(See Note 2)

Earnings before income taxes and minority
interest
• •••

Notes
2. Acquisitions, Divestitures and Business Realignments
• •••

During 1990, 1989 and 1988, we undertook programs to divest or realign certain businesses and
activities no longer meeting strategic and performance objectives. As part of these programs, we
sold our Canadian printing inks and German insulating glass machinery businesses and Separations
Technology, Inc., a liquid chromatography process equipment maker in 1990, our equity interests
in Fiberglass Canada, Inc., and AP Technoglass in 1989 .... The programs also included the closing,
relocation, downsizing or sale of certain other businesses or facilities. These programs resulted in
a net pre-tax gain in 1990 and 1989 of $.3 million and $28.1 million, respectively....

PROTECTIVE LIFE CORPORATION, DECEMBER 31, 1990
Notes to Consolidated Financial Statements
(All dollar amounts in tables are in thousands, except per share amounts)
F. Acquisitions And Sale Of Subsidiaries
• •••

In September, 1990, the Company sold the corporate charter and licenses of United Founders Life
Insurance Company for $0.6 million, which is included in other income.
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SEA CONTAINERS LTD., DECEMBER 31, 1990
Statements o f Consolidated Operations
Sea Containers Ltd. and Subsidiaries

1990

Year ended December 31,
1989
1988

• •• •

Earnings from operations
Gains on sale and restructuring of
certain ferry and container assets
(Notes 22 and 23)

49,171,000

100,283,000

44,162,000

42,000,000

290,000,000
• •••

345,448,000

Earnings before income taxes

95,286,000

85,409,000

••••

Notes to Consolidated Financial Statements
Sea Containers Ltd. and Subsidiaries
23. Gain on sale and restructuring of certain ferry and container assets
During six months of 1990, SCL completed a recapitalization program (the "Recapitalization
Program") which included certain asset sales (the "Asset Sales"), including the sale to Tiphook plc
of substantially all of SCL’s dry cargo container, chassis, tank container and flexibag fleets and
related assets (the "Container Sale") and the sale to affiliates of Stena AB of the capital shares of
Sealink British Ferries Ltd. and certain related assets (the "Ferry Sale"), and the utilization of a
portion of the net cash proceeds from the Asset Sales to provide funding for a tender offer by the
Company and certain of its subsidiaries to purchase up to 7,000,000 common shares of the
Company at $70.00 per share. On February 2 0 , 1990, the Company and the subsidiaries commenced
the tender offer. The Recapitalization Program was approved at the annual general meeting of
shareholders of the Company on March 15, 1990. On April 2, 1990, the Container Sale was
completed and SCL received an aggregate of $545,700,000 (subject to post-closing adjustments)
for the container assets sold. On April 9, 1990 (effective as of January 1990), the Ferry Sale was
completed in connection with which SCL received gross proceeds of approximately $597,000,000
(subject to post-closing adjustments; see Note 19) including the assumption of certain of SCL’s
leased vessel obligations. Utilizing approximately $490,000,000 of the net cash proceeds from the
Asset Sales, the Company and its subsidiaries on April 9, 1990 accepted for payment 7,000,000
common shares tendered into the offer. In connection with the Recapitalization Program, SCL
established provisions to cover costs related to the program and estimated post-closing adjustments.
SCL also restructured parts of its remaining container and ferry operations, incurring other costs and
a foreign exchange gain upon refinancing indebtedness of the remaining ferry business. The net
gain on sale resulting from the Recapitalization Program and restructuring is as follows:
Proceeds from Assets Sales including foreign exchange
gain on refinancing indebtedness
Cost of Asset Sales including costs and provisions
related to the Recapitalization Program and restructuring

$ 1,329,000,000
(1,039,000,000)
$

290,000,000
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The following unaudited pro forma information presents the results of operations for the year
ended December 31, 1990 as though the Container Sale had occurred on January 1, 1990 (i.e.,
excluding operations related to the Container Sale assets for the period January 1, 1990 through
March 3 1 , 1990, which was the effective date of sale). This pro forma information does not purport
to be indicative of the results which would have been achieved or which may be achieved in the
future.
(Unaudited)
1990
(pro forma)
Revenue
Earnings from operations
Net earnings

$369,000,000
$ 37,000,000
$321,000,000
• •• •

19. Commitments
• •• •

In September 1990, a subsidiary of Stena AB commenced an action against the Company and
one of its subsidiaries seeking to compel arbitration of certain issues pertaining to the calculation
of the post-closing price adjustment in the sale of the shares of Sealink British Ferries Ltd. and
certain related assets (see Note 23). Stena has alleged that the calculation of the adjustment results
in a payment to it in the amount of $32,348,000. The Company timely objected to Stena’s
calculation as not having been prepared in conformity with the terms of the sale agreement and has
recalculated the adjustment, resulting in a payment of $2,706,000 due to SCL. In the opinion of
management, the post-closing price adjustment, if any, arising from the arbitration, which was
ordered by the court on March 14, 1991, will be substantially covered by provisions set up against
the gain on sale.

DISPOSAL LOSS

ALUMINUM COMPANY OF AMERICA (ALCOA), DECEMBER 31, 1990
Alcoa and subsidiaries
Statement o f Consolidated Income
(in millions, except share amounts)
For the year ended December 31

1990

1989

1988

••••

Costs and Expenses

Taxes other than payroll and severance taxes
Special items (B)
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115.5
414.4
9,817.9

115.7

120.7

8,995.7

8,300.5

Notes to Financial Statements
(dollars in millions, except share amounts)
B. Special Items
In the 1990 fourth quarter Alcoa recorded a special charge of $414.4 ($275.0 aftertax). Of the total
charge,....$65.2 reflects an anticipated loss from the sale of the Astech Division of Alcoa
Composites, Inc., an Alcoa subsidiary.

BELLSOUTH CORPORATION, DECEMBER 31, 1990
Notes to Consolidated Financial Statements
(Dollars in Millions, Except Per Share Amounts)
Note B. Acquisitions and Dispositions
In December 1990, BellSouth sold the leasing operations of Dataserv Equipment, Inc. ("DEI").
DEI was engaged primarily in the sales and leasing of data processing equipment and systems. A
provision was made for estimated losses during the phase-out and to write down all remaining assets
to estimated realizable value. The sale and closing costs resulted in a pre-tax charge of $49.6 to
Other Income, net. (See Note K.)
• •••

Note K. Other Income, Net
1990

1989

1988

• •• •

(49.6)
18.5
$152.8

Losses from operations sold
Other, net
Other income, net

—
94.3
$231.4

—
22.2
$90.4

• •••

BINGO KING COMPANY INC., DECEMBER 31, 1990
Notes to Consolidated Financial Statements
9. Dispositions
During 1990 the Company sold the assets of eleven of its retail branches. The assets were sold
either to existing distributors or to the managers of those branches who will operate at these former
branch locations as independent distributors. One of these branches was sold to K. Stuart, as
discussed in Note 7. In exchange for the assets sold, which were composed principally of
inventories totaling approximately $1,233,000, the Company received promissory notes totaling
approximately $1,519,000, which are collateralized by assets of the purchasers. The notes, which
are included in Notes Receivable, are due monthly over periods from eighteen months to ten years
and bear interest at rates ranging from the Company’s borrowing rate on its short-term line of credit
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to one percent above that rate.
Two subsidiaries purchased by the Company in 1989 operated three of the retail branches
whose assets were sold in 1990. In recording the sales of the assets of these branches, the Company
wrote off approximately $309,000 in goodwill that had been recorded in connection with the
purchase of the subsidiaries.
These sales of retail branches resulted in an overall net loss of approximately $4,000 during the
year ended December 3 1 , 1990. This net loss was recorded as miscellaneous expense and included
in Selling, General and Administrative Expenses.
7. Related-Party Transactions
••••

In April 1990, the assets of the Company’s Fort Lauderdale, Florida retail branch were sold to
the Ken Stuart Corporation, Inc. (Ken Stuart Corp.), a company owned by K. Stuart, in exchange
for promissory notes receivable totaling $308,866....

BIRMINGHAM STEEL CORPORATION, JUNE 30, 1991
Consolidated Statements o f Income
For the Years Ended June 30
1991
1990
1989
(in thousands, except per share data)
• •••

45,333
15,678
22,841

Gross profit
Loss on suspended operations (Note 13)
Selling, general and administrative•

66,834
8,010
25,431

91,603
—
20,564

• •••

Notes to Consolidated Financial Statements
13. Suspended Operations
• •••

In January 1991, the Company suspended steel-making operations at its mini-mill facility in
Emeryville, California, citing economic conditions on the West Coast and rising operating costs.
In connection with the acquisition of Seattle Steel in May 1991 (see Note 2), the Company
suspended melting and scrap processing operations at its facility in Kent, Washington and
consolidated these operations at the newly acquired Seattle Steel site. The Company also completed
the shut-down of rolling mill operations in Norfolk, Virginia in May 1991, citing poor market
conditions in the northeast United States as the primary factor for this decision. In June 1991, scrap
processing operations in Prichard, Alabama were suspended in a rationalization of scrap processing
operations company-wide. The Company recorded a $15,678,000 ($10,733,000 after-tax or $.93 per
share) restructuring charge in fiscal 1991 relating to the suspension of production activities at these
facilities. The fiscal 1991 restructuring charge included $11,966,000 for property, plant and
equipment write-downs, and a provision for other costs associated with the shut-downs, including
employee severance costs.
As of June 3 0 , 1991, the remaining book value of the idle facilities and the equipment of these
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facilities, net of accumulated depreciation and an allowance for the estimated loss on disposition,
was approximately $31,906,000. The remaining book value reflects that a substantial portion of the
machinery and equipment removed from service will be transferred to other operating facilities.
These assets are recorded at their book values as of the date removed from service or have been
written down to net salvage values as part of the restructuring charge. The valuation of other assets
of the closed facilities, principally land and buildings which are held for sale, reflects management’s
estimate of the anticipated sales proceeds.
• •••

H&R BLOCK INC., APRIL 30, 1991
Notes to Consolidated Financial Statements
Amounts in thousands, except share data
8. Other Expenses:
Included in other expenses are the following:
Year Ended April 30
Royalties

1991

1990

1989

$14,706

$12,212

$9,472

8,753

—

—

• •• •

Loss on sale of subsidiary
11. Sale of Subsidiary:

In December 1990, the Company sold its wholly-owned subsidiary, Path Management
Industries, Inc., a provider of training, educational services and products relating to business skills,
to American Management Association for $12,500 in cash and $7,500 in 10% notes due to the
Company in three equal installments in December 1992, 1993 and 1994. The statements of
consolidated earnings reflect the operating results of Path Management Industries, Inc. through date
of disposition, and the loss on sale of $8,753 is included in other expenses.
CHEMICAL BANKING CORPORATION, DECEMBER 31, 1990
Chemical Banking Corporation and Subsidiaries
Consolidated Statement o f Income
Year Ended December 31
(in millions, except per share data)

1990

1989

1988

• •••

Noninterest Income
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Year Ended December 31
(in millions, except per share data)
Net Gain (Loss) on Sale and
Closure of Businesses
Other Income

1990

1989

1988

(20.9)
207.7
1,455.5

27.2
126.4
1,404.0

41.3
149.7
1,424.3

• •• •

Chemical Banking Corporation and Subsidiaries
Notes to Financial Statements
Note 3. Net Gain (Loss) on Sale and Closure of Businesses
In 1990, the Corporation recorded a pre-tax net loss of $20.9 million related to the sale and
closure of certain nonstrategic businesses. The net loss was principally due to the establishment
of reserves in connection with the Corporation’s exit from its international securities trading
businesses in Switzerland and Japan in which the Corporation had an investment.
• •••

GERBER PRODUCTS COMPANY, MARCH 31, 1991
Consolidated Statements o f Operations
Gerber Products Company and Subsidiaries
Year Ended March 31
1991
1990
(Thousands o f Dollars)
• •••

Deductions from income:
• •••

Marketing, distribution, administrative and
general expenses
Restructuring charges—Note B
Interest expense
Total Deductions

291,786
19,000
17,543
1,019,856

285,223
16,500
16,487
996,426

••••

Notes to Consolidated Financial Statements
Gerber Products Company and Subsidiaries
March 31, 1991
Note B—Restructuring Charges
On May 8, 1991, the Company announced that it would dispose of Weather Tamer, an
operation that produces children’s outerwear. A charge to operations of $19,000,000 was provided
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in fiscal 1991 to provide for the write-off of intangible assets, employee termination costs, sale of
manufacturing facilities and liquidation of inventories. The charge reduced net earnings for 1991
by $15,000,000 ($.40 per share). Disposal of this operation will occur in fiscal 1992. Assets and
liabilities of Weather Tamer included in the consolidated statement of financial position at March
31, 1991 are not material.
• •• •

A P GREEN INDUSTRIES INC., DECEMBER 31, 1990
Consolidated Statements o f Earnings
(Dollars in thousands, except per share data)
For Years Ended December 31

1990

1989

1988

2,781
(1,803)
962

(1,467)
12,091

(1,815)
13,118

• •••

Expenses and other income
••••

Provision for loss on investments
Other income, net
Earnings before income taxes
• •••

Notes to Consolidated Financial Statements
December 31, 1990, 1989, and 1988
Note 15: Sale of Investments in Other Companies
During 1990, A. P. Green began negotiations to sell its investments in two Mexican refractory
companies. As a result of these negotiations, management is pursuing a non-binding offer of $6.0
million. Accordingly, the investments were written down to their estimated net realizable values,
resulting in a loss of $2.5 million, net of tax benefits of $300,000. Management anticipates closing
the sale during 1991. The anticipated net realizable value of $6.0 million is reflected in the 1990
financial statements in current assets. At December 3 1 , 1989, $1.8 million of this asset was included
in noncurrent other assets while $5.3 million was included as a reduction in equity and included in
deferred currency translation.

HOME INSURANCE COMPANY, DECEMBER 31, 1990
Consolidated Statement o f Income
The Home Insurance Company
Year ended December 31 (in millions)

1990

1989

1988

• •••

Operating expenses:
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1990

Year ended December 31 (in millions)

1989

1988

• •••

21
26
2,552

Loss on sale of subsidiary
Other operating expenses
Total expenses

—

3
2,523

—

—
2,498

• •••

Notes to Consolidated Financial Statements
2. Sale and Restructuring of Subsidiaries
In the third quarter of 1990, the Company sold Commonwealth Insurance Company
("Commonwealth") for $49 million in cash resulting in a pretax loss under generally accepted
accounting principles of $21 million. Revenues and income before income taxes of Commonwealth
for the eight months ended August 3 1 , 1990 and the years ended December 3 1 , 1989 and 1988, are
as follows:
(in millions)

1990

Revenues
Income (loss) before income taxes

$25
6

1989
$44
7

1988
$68
(2)

• •••

STANDARD BRANDS PAINT COMPANY, JANUARY 27, 1991
Standard Brands Paint Company and Subsidiaries
Consolidated Statements o f Operations
(in thousands)

Years Ended
Jan. 27,
1991
••••

Costs and expenses
• •• •

Restructuring charges
Interest income

4,700
(1,467)
• •• •

Standard Brands Paint Company and Subsidiaries
Notes to Consolidated Financial Statements
(Financial information in thousands)
NOTE 11. Restructuring and Management Plans
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During 1990, the Company determined that a restructuring of its retail operations was required
to improve its cash flow and earnings position for future periods. Accordingly, in September 1990,
the Company (1) closed its Texas operations, including 16 retail stores and a distribution facility,
(2) closed three leased stores in smaller communities in California and (3) began the refocusing of
its merchandising approach in the remaining stores to accentuate paint as the Company’s primary
product. To provide for the costs of this restructuring the Company accrued an allowance of $4,700
for store closing costs, markdowns to dispose of merchandise and other costs associated with the
restructuring.
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IV
EXTRAORDINARY ITEMS
APB Opinion 30 requires gains and losses that are both unusual and infrequent, other than those
pertaining to disposals of segments of enterprises, to be reported in the income statement directly
before net income and described as "extraordinary items." The Opinion cites as examples of gains
or losses that are both unusual and infrequent those resulting directly from a major casualty (such
as an earthquake), an expropriation, or a prohibition under a newly enacted law or regulation.
However, amendments to APB Opinion 30 require these additional kinds of gains and losses to
be reported as extraordinary items even if they are not both unusual and infrequent:
• Gains or losses from the early extinguishment of debt (FASB Statement No. 4)
• Gains or losses from discontinuance of the application of FASB Statement No. 71 (FASB
Statement No. 101)
Gains and losses from early extinguishment of debt are commonly reported by companies in
NAARS.
Examples of extraordinary items reported by twenty-eight companies are presented below. The
examples are classified according to the kind of event that gave rise to the gain or loss reported
in the current year.

EARLY EXTINGUISHMENT OF DEBT

AMERICAN SHARED HOSPITAL SERVICES, DECEMBER 31, 1990
American Shared Hospital Services
Consolidated Statement O f Operations
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Years Ended December 31, 1990, 1989,
and 1988
1990

1989

• •••
Income (loss) before extraordinary items
Extraordinary items—net gains on early
extinguishment of indebtedness, less
income taxes of $80,000 in 1988 (none
in 1989 or 1990) (Notes 6 and 7)
Net income (loss)

(3,613,000)

(3,282,000)

11,000
$(3,602,000)

569,000
$(2,713,000)

• •••

American Shared Hospital Services
Notes To Consolidated Financial Statements
December 31, 1990
6. Senior Subordinated Notes
On October 24, 1988, the Company completed a concurrent public common stock and debt
offering consisting of $30,000,000 of senior subordinated exchangeable reset notes (the "Notes")
due in 1996....
• •••

The Company is required to make mandatory sinking fund payments of $4,500,000 annually
commencing October 15, 1994, reduced by the principal amounts of notes previously repurchased
and canceled, which payments are calculated to retire 30 percent of the issue prior to maturity.
• •• •

During 1990 and 1989, the Company repurchased Notes with a principal amount of $25,000
and $5,000,000 for $13,000 and $4,190,000 and recognized extraordinary gains of $11,000 and
$569,000, respectively, after deducting unamortized issuance costs.

CITIZENS SAVINGS FINANCIAL CORPORATION, DECEMBER 31, 1990
Statements o f Consolidated Income
Citizens Savings Financial Corporation and Subsidiaries
(dollars in thousands, except per share data)
Year Ended December 31,

1988

1989

1990

14,257

13,061

3,938

801

14,374

• •••

Income before extraordinary items
Extraordinary items, net of
tax (Notes 9 and 12)
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(920)

• •••
Year Ended December 31,

1988

Net income after preferred
stock dividends

$13,337

1989

1990

$13,862

$15,732

• •• •
Notes to Consolidated Financial Statements
Citizens Savings Financial Corporation and Subsidiaries
9. Advances from the Federal Home Loan Banks
• •••
During the year ended December 31, 1989 certain below market rate FHLB advances of
Citizens Federal were assumed by an independent third party resulting in an extraordinary gain of
$801,000 (net of income tax effects). (Ed. Note: Citizens Federal is a subsidiary o f Citizens Savings
Financial Corporation.)
During the year ended December 31, 1990, the Company prepaid certain above market rate
advances that had been assumed by Citizens Federal in the American Savings acquisition, resulting
in a $600,000 penalty, which was reduced by the write-off of unamortized premiums of $354,000
associated with the prepaid advances. The $246,000 net loss is included as an extraordinary item
in the Company’s Statements of Consolidated Income.

GRAPHIC INDUSTRIES INC., JANUARY 31, 1991
Consolidated Statements o f Income
Graphic Industries, Inc. and Subsidiaries
Year Ended January 31,

1991

1990

1989

4,062,814

4,915,874

9,004,468

969,867
$5,032,681

$4,915,874

••••
Income Before Extraordinary Item
Extraordinary item—gain from early
extinguishment of debt less
applicable income taxes of $600,000
Note C
Net Income

—

—

$9,004,468

••••
Notes to Consolidated Financial Statements
Graphic Industries, Inc. and Subsidiaries
January 31, 1991
Note C—Convertible Subordinated Debentures
In May 1986, the Company issued $25,000,000 of 7% convertible subordinated debentures due
May 15, 2006. During January 1991, the Company repurchased $4,213,000 of the debentures with
cash held by the Company. The repurchase resulted in an extraordinary gain of $1,569,867.
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••••
PLENUM PUBLISHING CORPORATION, DECEMBER 31, 1990
Plenum Publishing Corporation and Subsidiary Companies
Consolidated Statements o f Income
For the Years Ended December 31, 1990, 1989, and 1988
1990

1989(*)

1988

• •• •
Income Before Extraordinary Credit
Extraordinary credit:
Gain on repurchase of 6½% Convertible
Subordinated Debentures due April 15,
2007 less applicable income taxes of
$128,000—Note E
Net Income

1,917,329

13,910,422

11,251,935

196,659
$2,113,988

$13,910,422

$11,251,935

••••
(*) Reclassified to conform to 1990 presentation.
See notes to consolidated financial statements.
Notes to Consolidated Financial Statements
Note E—Long-Term Debt
Long-term debt at December 31, 1990 and 1989 consisted of 6½% Convertible Subordinated
Debentures due April 15, 2007.
The 6½% Convertible Subordinated Debentures were issued in April and May 1987, and are
subject to a mandatory sinking fund beginning April 1997 and are redeemable, subject to certain
conditions, at the Company’s option at 103.90% to April 14, 1991 and at reduced amounts
thereafter....
On September 2 8 , 1990, the Company purchased debentures of $1,700,000 for an aggregate cost
(including the write-off of related deferred issuance costs of approximately $49,000) of
approximately $1,375,000.

RELIANCE ELECTRIC COMPANY, DECEMBER 31, 1990
Consolidated Statement o f Earnings
Years Ended December 31
(Dollars in millions, except per share amounts)

1990

1989

1988

••• •
EARNINGS BEFORE EXTRAORDINARY ITEMS
Extraordinary items (accelerated amortization
of debt issuance cost)
NET EARNINGS

50

49

54

24

(1)
$48

(5)
$49

—
$24

••••
Notes to Consolidated Financial Statements
3. The extraordinary item in 1990 was the result of accelerated amortization of $1 million, net of
tax, of debt issuance costs due to the repurchase and cancellation of portions of the Company’s
outstanding debt, and in 1989 resulted from accelerated amortization of $5 million of debt issuance
costs, net of tax, due to advanced repayments of debt.

UNITED STATES BANKNOTE CORPORATION, DECEMBER 31, 1990
Consolidated Statements o f Operations
United States Banknote Corporation and Subsidiaries
(Dollars in thousands, except per share data)
Year Ended December 31,

1990

1989

1988

5,397
(440)
$4,957

(1,460)
(626)
$(2,086)

3,191
—
$3,191

• •••
Income (loss) before extraordinary item
Extraordinary item - Note A(7)
Net income (loss)
• •••
Notes to Consolidated Financial Statements
United States Banknote Corporation and Subsidiaries
Note A—Basis of Presentation and Summary of Significant Accounting Policies
••• •
7. Deferred Debt Costs
Expenses incurred in connection with the bank financing are capitalized and amortized over the
respective loan terms ($4.4 million and $0.4 million at December 3 1 , 1990 and December 3 1 , 1989,
respectively, included in other assets). In connection with the refinancing of the senior and
subordinated loans in 1990 and 1989, deferred debt costs of approximately $0.4 million and $0.6
million related to such loans, respectively, were written off as an extraordinary item.
• •••

LITIGATION SETTLEMENT

DSC COMMUNICATIONS CORPORATION, DECEMBER 31, 1990
DSC Communications Corporation and Subsidiaries
Consolidated Statements o f Income
(In thousands, except per share data)
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Years Ended December 31,

1990

1989

1988

20,331

34,164

20,015

—
(209)
$ 20,122

(840)
—
$ 33,324

• •••

Income from continuing operations
before extraordinary items
Discontinued operations, net of income taxes:
••••

Loss from discontinued operations
Extraordinary items, net
Net income

(8,303)
856
$12,568

• •• •

DSC Communications Corporation and Subsidiaries
Notes to Consolidated Financial Statements
Extraordinary Items, Net
The net extraordinary items of 1990 and 1988 were comprised of the following (in thousands):
1990

Cost of settlement of shareholder litigation,
net of income tax benefit of $1,540
Extraordinary items, net

1988

(7,715)

—

$ (209)

$856

• •••

During 1990, the Company settled a shareholder suit originally filed in 1985, which arose out
of the Company’s voluntary restatement of its financial statements for certain periods in 1984 and
1985. The total settlement was for approximately $30,000,000 with approximately $21,000,000
being contributed by the Company’s insurance carrier and other defendants.

ENVIRONMENTAL SYSTEMS COMPANY, OCTOBER 31, 1990
Consolidated Statement o f Operations
Years Ended October 31, 1990, 1989, and 1988
October 31,
(Dollars In Thousands Except Share Data)

1990

1989

1988

• •••

Income (loss) before extraordinary item

52

9,661

6,332

(21,090)

October 31,
(Dollars In Thousands Except Share Data)

1990

Extraordinary loss, litigation settlement
(net of tax benefit of $456,000)
Net income (loss)

(864)
8,797

1989

—
6,332

1988

—
(21,090)

••••

Environmental Systems Company
Notes to Consolidated Financial Statements
Note 15—Litigation, Commitments and Other Contingencies
Litigation
In July 1990, the Company entered into a settlement stipulation to settle a 1989 class action
lawsuit against the Company and certain of its officers and directors that alleged, among other
things, violations of federal securities laws. Under the agreement, the Company and its liability
insurer, while denying any wrongdoing, agreed to contribute up to $2,750,000 each or a total of
$5,500,000, payable in equal amounts of cash and Company common stock in full settlement of all
claims by the shareholder class against the Company and the other defendants under the amended
complaint. The Company recognized an extraordinary loss (net of income tax benefit) of $1,801,000
during the third quarter of 1990 for its full share of the settlement fund. Members of the class were
given until December 27, 1990 by the court to file and prove claims and the agreement stipulated
that unclaimed amounts in the settlement fund would be returned equally to the Company and its
insurer. The Company adjusted the extraordinary loss to $864,000 (net of current income tax benefit
of $206,000 and deferred income tax benefit of $250,000) to reflect the actual claims filed....
• •• •

K N ENERGY INC., DECEMBER 31, 1990
Consolidated Statements o f Income
K N Energy, Inc. and Subsidiaries
(Dollars in Thousands Except Per Share Amounts)
Years Ended December 31

1990

1989

1988

18,966

14,753

(6,216)

25,654
44,620

14,753

21,766
15,550

••••
Income (Loss) Before Extraordinary Items
Extraordinary Items Settlements of Coal Slurry Pipeline
Litigation, Net of Income Taxes of
$15,431,000 and $12,511,000 (Note 2)
Net Income
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Notes to Consolidated Financial Statements
2. ETSI Coal Slurry Pipeline Venture (The "Project")
Following continued opposition to the Project by certain coal hauling railroads, the venture
partners terminated the Project in 1984, and the Company wrote off all of its Project investment.
In 1984, the Project (in which K N’s interest was 20 percent) brought suit under the Federal
antitrust laws seeking treble damages in a very substantial amount against five railroads. During
1987 and 1988, litigation settlements were reached between the Project and four of the defendant
railroads.
Trial with the remaining railroad, Santa Fe, commenced in January 1989. In May 1989, a $750
million judgment was entered against Santa Fe. The judgment was appealed and, in April 1990, a
settlement was reached which ended the litigation.
As a result of these settlements, the Company received proceeds of $94.4 million after payment
of legal fees and based on a payout schedule among the venture partners. The proceeds consisted
of $84.4 million in cash and a $10 million note receivable with interest at the prime rate less one
percent. The final payment of the note was received by the Company in February 1991.
The settlements resulted in $25.7 million and $21.8 million after-tax extraordinary gains in 1990
and 1988, respectively.

PHILLIPS PETROLEUM COMPANY, DECEMBER 31, 1990
Phillips Petroleum Company
Consolidated Statement o f Income
Years Ended December 31

________ Millions of Dollars_______
1990
1989
1988
• •• •

Income before Extraordinary Item and Cumulative
Effect of Change in Accounting Principle
Extraordinary gain

541
101

219

650

$779

219

650

• •••
Net Income
• •••
Notes to Consolidated Financial Statements
Note 1—Extraordinary Item and Accounting Change
In January 1990, the company recorded a $101 million gain ($.40 per share) from the settlement
of litigation with the Government of Iran and the National Iranian Oil Company. The dispute was
over the 1979 expropriation of Phillips’ interest in two producing offshore Iranian oil fields and
concludes all claims and counterclaims.

••••
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STRYKER CORPORATION, DECEMBER 31, 1990
Consolidated Statement o f Earnings
Stryker Corporation and Subsidiaries
Years Ended December 31,
(in thousands, except per share amounts)

1990

1989

1988

23,625

19,230

15,860

9,910
$33,535

—
$19,230

—
$15,860

• •••

Earnings Before Extraordinary Item
Extraordinary gain, less income taxes of
$6,075 - Note D
Net Earnings
• •••

Notes to Consolidated Financial Statements
Stryker Corporation and Subsidiaries
December 31, 1990
Note D—Extraordinary Gain
In July 1990, the Company settled its long-standing patent litigation with Zimmer, Inc., relating
to artificial implant devices sold by the Company’s subsidiary, Osteonics Corp. under the name
"UHR Universal Head", and formerly sold by Zimmer, Inc. under the name "Bi-Articular Hip."
Under the terms of the settlement, Zimmer made a cash payment to the Company and agreed to
continue to refrain from selling its Bi-Articular Hip. Osteonics remains free to continue marketing
its UHR hip implants. The litigation settlement resulted in a net gain of $9,910,000, which is
included in the Company’s 1990 operating results as an extraordinary gain.

DEBT RESTRUCTURING OR FORGIVENESS

COLOR SYSTEMS TECHNOLOGY INC., JUNE 30, 1990
Color Systems Technology, Inc.
Statements o f Operations
Years Ended June 30, 1988, 1989 and 1990
1988

1989

1990

(19,275)

(7,131)

(5,739)

—
($19,275)

—
($7,131)

6,841
$ 1,102

••••

Loss before extraordinary item
Extraordinary item—gain from
forgiveness of debt (Note 14):
Net income (loss)
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Color Systems Technology, Inc.
Notes to Financial Statements
Years Ended June 30, 1988, 1989, and 1990
14. Extraordinary Item—Forgiveness of Debt:
During 1990, the Company entered into debt restructuring agreements whereby GEPT, three
of the Company’s equipment leasing companies and various other creditors converted debt into
equity (see Note 9).
The Company’s largest creditor, GEPT, converted its Convertible 9% Note, its 12% Note, and
all accrued interest on these notes into equity, and amended its bridge loan whereby payments do
not commence until April 1991. When GEPT sold the AEI film library, the Company was also
relieved of many of its obligations under royalties payable. The completion of the GEPT
restructuring agreement provided for the conversion of $12,967,221 of debt into $7,120,970 of
equity, $4,741,865 of forgiveness of debt, and $1,104,386 of new debt. A schedule of forgiveness
of debt follows:

Creditor
GEPT
U.S. Concord
Leasetec
Ellco Leasing
Others

Beginning
Old
Debt(1)

Debt
Converted
Into Equity

Forgiveness
of
Debt

Ending
New
Debt

$13,192,221
3,847,450
881,108
872,902
1,828,122

$7,120,970
277,344
278,842
172,403
562,384

$4,966,865
570,106
502,266
250,499
552,145

$1,104,386
3,000,000
100,000
450,000
713,593

$20,621,803

$8,411,943

$6,841,881

$5,367,979

(1) Excludes certain debt of $545,282 that was liquidated through the application of related assets.

9. Long-Term Debt:
1989
Convertible senior subordinated note, payable
to GEPT bearing interest at 9% per annum,
principal payments due annually commencing
1991, due July 24, 1996, convertible into
common stock at a rate of $6.00 per share.
("Convertible 9% Note")
Senior subordinated note, payable to GEPT
bearing interest at 12% per annum due
July 1996. ("12% Note")
Amended GEPT note bearing interest at
13%, payments monthly commencing
April 1991 and maturing June 1994
Other
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1990

$13,000,000

1,317,392

—

$1,104,386

6,394

523

14,323,786

1,104,909

1989
Less amount classified as current

1990

14,323,786
$

-0-

107,963
$ 996,946

• •••
On April 6, 1990, the Company entered into a new agreement with GEPT whereby the
Convertible 9% Note, the 12% Note, and unpaid interest were converted into common stock of the
Company representing a 32.5% ownership interest, and the GEPT bridge loan plus accrued interest
and expenses was converted into a new amended note of $1,104,386....

DELAWARE OTSEGO CORPORATION, DECEMBER 31, 1990
Consolidated Statements o f Earnings
Delaware Otsego Corporation and Subsidiaries
Year ended December 31

1990

Income before extraordinary item
Extraordinary item net of tax - Note 7
Net Income

$188,847
628,612
$817,559

1989

1,616,328
-0$1,616,328

1988

192,966
-0$192,966

Notes to Consolidated Financial Statements
Delaware Otsego Corporation and Subsidiaries
December 31, 1990, 1989, and 1988
Note 7. Accrued and Other Liabilities
••••
Deferred Revenues and Other Liabilities
1990
Track material obligations of the NYS&W
pursuant to the Sparta Rehabilitation
Project

-0-

1989

$ 1,217,718

••• •
$ 4,375,514

$ 4,514,831

Track material obligations were being satisfied out of the proceeds of the revenue agreement
with third parties (see Note 5); however, this obligation was forgiven in 1990. The obligation net
of tax expense of $398,800 has been shown as an extraordinary item in the 1990 consolidated
statement of earnings.
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Note 5. Long-Term Debt and Capitalized Lease Obligations
• •••

Under the terms of a contract which expired in 1990, the Company received revenues from third
parties which were used partially to retire debt and fund the cost of certain construction projects.
Revenues received were based on the number of loaded containers handled.
••••

JG INDUSTRIES INC., JANUARY 26, 1991
JG Industries, Inc. and Subsidiaries
Consolidated Statements o f Operations
fo r the fiscal years ended January 26, 1991, January 27, 1990, and
January 28, 1989
(in thousands, except per share data)
Fiscal Year

1991

1990

1989

••••

(552)

Income (loss) before extraordinary items
Extraordinary items:
Gain from debt restructuring, net of related
income taxes of $340
Gain on settlement of Chapter 11 debt

660

(10,479)

—

603

—

416
••• •
$510

Net income (loss)

$(10,063)

$819

••••

JG Industries, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
4. Notes Payable and Long-Term Debt
• •• •

Long-term debt at January 2 6 , 1991 and January 2 7 , 1990 is summarized in the following table
(in thousands):
Balance
Description

1/26/91

1/27/90

1,000

2,000

• •• •

JGM and M-K:
Note payable to former owner of acquired
business
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• •••
$12,857

$17,370

• •••
[Ed. Note: JGM and M-K are subsidiaries o f JG Industries Inc.]
Effective October 1, 1990, the former owner of the assets of Charles Kushins, Inc. ("Kushins",
a wholly-owned subsidiary of M-K) cancelled its original $2 million note receivable from Kushins
and issued a replacement note for $1 million. The replacement note is non-interest bearing while
the original note provided for interest at the prime rate. Accordingly, the amount of debt forgiven
of $1 million, or $.17 per share, has been recorded as an extraordinary gain in the fiscal 1991
consolidated statement of operations, net of related income taxes of $340,000.
••• •
MICRO DISPLAY SYSTEMS INC., JUNE 30, 1990
Statements o f Operations
Micro Display Systems, Inc.
Years ended June 30, 1990, 1989, and 1988
1990

1989

1988

(2,153)

(5,551)

(3,141)

4,285
$2,132

886
$(4,664)

$(3,141)

••• •
Loss before extraordinary credits
Extraordinary credits, related to troubled
debt restructuring — Notes 4 and 6
NET INCOME (LOSS)

—

••••
Notes to Financial Statements
Note 4
Notes Payable
• •• •
Debt Restructuring
In August, 1989, the Company completed a bank debt restructuring. The restructuring terms
called for the payment of $435,000 to the bank, a transfer of a customer receivable of $98,844 to
the bank and the issuance of 500,000 shares of the Company’s common stock in full satisfaction
of the principal, interest and other obligations to the bank, which totaled $4,882,072. The bank
released its security interest in all collateral and the former Chairman’s guaranty. The bank retained
warrants for purchase of 150,000 shares of common stock previously granted. This transaction has
been accounted for as a troubled debt restructuring resulting in an extraordinary gain of $4,285,728.
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Note 6
Creditor Agreements
The Company entered into an agreement with ten (10) of its largest unsecured trade creditors
in December, 1988. The agreement called for the satisfaction of amounts payable to these creditors
by issuing of common shares of the Company, immediate cash payments, non-interest bearing notes
due in installments within the first year and interest bearing notes due in installments in the second
year. The Company has not made the required payments under these agreements.
This restructuring was accounted for as a troubled debt restructuring, which resulted in an
extraordinary gain of $886,878. The issuance of 332,439 shares of common stock was valued at
an estimated market value of $.25 per share.

ORBIT INSTRUMENT CORPORATION, JUNE 30, 1990
Orbit Instrument Corp. and Subsidiaries
Consolidated Statements o f Operations
Year Ended June 30,

1990

1989

1988

• •••
Discontinued operations (Note N[1]):
• •••
Loss on disposal of operations (less
applicable income tax benefit of
($243,000))
Extraordinary item less applicable income
tax of $274,000 (Note N[2])
Earnings (loss) before cumulative effect of
change in accounting method

(319,000)

—

—

345,000

—

—

1,483,000

(2,724,000)

3,765,000

$1,483,000

$(2,724,000)

$4,165,000

• •• •
Net earnings (loss)

Orbit Instrument Corp. and Subsidiaries
Notes to Consolidated Financial Statements
Note N—Statement of Operations:
• •••
[2] Extraordinary item:
In connection with the prepayment of certain indebtedness and the Company’s guarantee of
certain other bank debt of a subsidiary, $619,000 of indebtedness, including accrued interest
payable, was forgiven, which has been shown as an extraordinary item in the accompanying
consolidated statement of operations.
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PENGO INDUSTRIES INC., SEPTEMBER 30, 1990
Pengo Industries, Inc. and Subsidiaries
Consolidated Statements o f Operations
(In thousands, except per share amounts)
Fiscal Period Ended
Septem
May 8,
ber 30,
1990
1990
(Post-Reorganization)

Income (loss) before
extraordinary items
Extraordinary gain on
debt restructure
(Notes 5 and 11)

Net income (loss)

$5

Year Ended
September 30,
1988
1989
(Pre-Reorganization)

(1,046)

778

2,620

71,756

—

2,996

$1,228

$6,997

$70,710

Pengo Industries, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
Note 5. Extraordinary Gains on Reorganization and Debt Restructure
The closing of the plan on May 8, 1990 (see Note 11) and the 1986 debt restructurings and
subsequent modification in 1988 qualify as troubled debt restructurings for financial accounting
purposes, and extraordinary gains on the debt restructurings were recorded during the fiscal periods
ended as follows:
May 8,
1990
Old Debt and Securities Cancelled:
Subordinated Secured Debt
Class A and B New Debentures
Old Debentures
Term Note
Supplemental Note
Old common stock
Senior and Junior Preferred Stock
Accrued future interest
Other pre-petition liabilities

September 30,
1988

—
$ 3,766,000
3,839,000
20,250,000
27,356,000
408,000
13,878,000
12,848,000
3,851,000
86,196,000

$5,000,000
7,000
585,000

5,592,000
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May 8,
1990
Fair Value of New Debt and
Securities Issued and Other:
DAS note
Capital stock and warrants
Accrued future interest
Escrowed cash
Net book value of facility in Midland,
Texas and interest in liquidating trust
New reorganization debt
Revaluation of property, plant and equipment
New common stock
Proceeds from divestiture
Insurance refund
Elimination of Discontinued Operations

September 30,
1988

12,000

2,082,000
2,000

44,000
14,000
6 ,000,000

(1,850,000)
254,000
442,000
(900,000)
10,936,000
14,440,000

Extraordinary gain included in net income

$71,756,000

2,596,000
$2,996,000

••••
Note 11. Bankruptcy Proceeding and Confirmation of Plan of Reorganization
On April 25, 1988, Chemical Bank, N.A. of New York in its capacity as Trustee under the
Trust Indenture covering the Old Debentures and two holders of Old Debentures filed an
involuntary bankruptcy petition under Chapter 11 of the U.S. Bankruptcy Code in the United States
Bankruptcy Court for the Northern District of Texas against Pengo Industries, Inc. This action was
in the nature of a business reorganization of Pengo Industries, Inc. under the U.S. Bankruptcy laws
and did not include the operations of its subsidiaries.
• •••
On May 26, 1989 the Company filed a Plan of Reorganization and Disclosure Statement ("the
Plan") in its Bankruptcy Proceeding, which was amended on August 30, 1989 and confirmed by
the Bankruptcy Court on October 2, 1989..... The Plan as modified was closed May 8, 1990.
• •••

CASUALTY
AMERICAN BUILDING MAINTENANCE INDUSTRIES INC., OCTOBER 31, 1990
American Building Maintenance Industries, Inc. and Subsidiaries
Consolidated Statements o f Income
1990

Years Ended October 31
(in thousands, except per share amounts)

1989

1988

• •••

Income before extraordinary gain
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9,846

8,728

7,100

Years Ended October 31
(in thousands, except per share amounts)
Extraordinary gain (net of income
taxes of $1,047)
Net Income

1990

1989

1988

1,387
$11,233

—
$8,728

—
$7,100

• •••

American Building Maintenance Industries, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
4. Property, Plant and Equipment
• •••

The Company’s former headquarters building in San Francisco was severely damaged by the
earthquake of October 17, 1989. After the settlement with the insurer in November 1989, the
Company retired the building and recognized an extraordinary gain of $1,387,000, net of income
taxes of $1,047,000, during the year.

BOB EVANS FARMS INC., APRIL 26, 1991
Bob Evans Farms, Inc. and Subsidiaries
Consolidated Statements o f Income
Years Ended April 26, 1991, April 27, 1990,
and April 28, 1989
1991

1990

1989

33,635,000

27,745,000

30,663,000

2,250,000
$35,885,000

—
$27,745,000

$30,663,000

• •••

Net Income Before Extraordinary Gain
Extraordinary gain (net of tax effect of
$1,326,000)—Note G
Net Income

• •••

Bob Evans Farms, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
April 26, 1991
Note G—Extraordinary Gain - Gallipolis Plant Fire, December 1990
In December 1990, a fire nearly destroyed the company’s sausage production plant in Gallipolis,
Ohio. The loss was insured, and as a result, the company reported an estimated gain of $2,250,000
($1,500,000 in the third quarter and $750,000 in the fourth quarter) based upon the expected
insurance settlement. These amounts were net of deferred taxes of $1,326,000. The building and
equipment were insured at replacement cost. Accounts receivable at April 26, 1991, included
$4,350,000 related to the expected insurance settlement.
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CARTER HAWLEY HALE STORES INC., AUGUST 4, 1990
Carter Hawley Hale Stores, Inc.
Consolidated Statement o f Earnings
(In thousands, except per share data)
_____________ Year Ended_____________
August 4,
July 29,
July 30,
1990
1989
1988
(53 weeks)
(52 weeks)
(52 weeks)
••••

Earnings (loss) before extraordinary
items and cumulative effect of
changes in accounting
Extraordinary items
Earthquake loss, net of income tax
benefit of $11,000

(9,470)

7,420

9,310

(16,500)

—

—

$(25,970)

$13,470

$17,660

• •••

Net earnings (loss)
••••

Carter Hawley Hale Stores, Inc.
Financial Review
Extraordinary Earthquake Loss
The Emporium division of the Company, which operates 22 stores in the San Francisco Bay
area, suffered extensive damage as a result of the major earthquake which affected that area on
October 17, 1989. Eleven stores were closed for periods of one to eleven days, and the division’s
downtown Oakland store remained closed until August 1990. The Company maintains earthquake
and business interruption insurance with standard deductible provisions that require the Company
to incur an initial level of costs at each location subject to damage or interruption of business. In
the quarter ended October 28, 1989, the Company recorded a $10.5 million extraordinary charge,
net of income tax benefits of $7.0 million, to cover estimated earthquake costs to be incurred
additional to expected insurance proceeds. Actual net earthquake costs were greater than originally
estimated and have been reflected in fourth quarter 1990 results as an additional extraordinary
charge of $6.0 million, net of income tax benefits of $4.0 million.
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S&K FAMOUS BRANDS INC., JANUARY 27, 1990
Statements o f Income
___________ Fiscal Year Ended___________
January 27,
January 28,
January 30,
1990
1989
1988
• •••

INCOME BEFORE EXTRAORDINARY ITEM AND
CUMULATIVE EFFECT OF A CHANGE IN
ACCOUNTING PRINCIPLE
Extraordinary gain, net of income
taxes of $68,000

2,626

2,157

1,747

110

—

—

$2,736

$2,157

$2,149

• •• •

Net income
••••

Notes to Financial Statements
Note 2—Extraordinary Item:
During the third quarter, the Company recognized an extraordinary gain of $110,000, net of
related taxes of $68,000, for the excess of the Company’s insurance claims over the net book value
of assets lost during Hurricane Hugo in September 1989.

STEWART SANDWICHES INC., JUNE 29, 1990
Stewart Sandwiches, Inc. and Subsidiaries
Consolidated Statements o f Income
____________ Years Ended____________
June 29,
June 30,
June 24,
1990
1989
1988
• •••

Income (loss) before extraordinary items
Extraordinary items (notes 5, 11):
Casualty gain (net of income taxes
of $117,595)

(1,384)

2,937

(1,232)

—

99

—

• •• •

Net income (loss)

$ 1,552

$(1,232)

$176
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Stewart Sandwiches, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
Note 11—Extraordinary Item
On October 31, 1989, the Company experienced a major fire, which destroyed a majority of
the administrative offices and part of its production facility. All assets destroyed were insured. The
Company has settled its claim on the building and its contents with the insurance carrier. A claim
for additional expenses, inventory and computer contents is still pending. The gain, which has been
reflected as an extraordinary item on the income statement, was $2,937,393, net of related income
taxes of $117,595 representing alternative minimum tax in the amount of $2,401 and deferred
income taxes of $115,194, which have been reduced through utilization of tax benefits of net
operating loss carryforwards of $772,711 and general business credit carryforwards amounting to
$238,429. As of June 29, 1990, the Company has received $4,037,770 of the total insurance claim
of $5,781,352 resulting in a receivable of $1,743,582, which has been reflected as a current asset
on the balance sheet.

OTHER KINDS OF EVENTS

BANCTEXAS GROUP INC., DECEMBER 31, 1990
Banctexas Group Inc.
Consolidated Statements o f Operations
Year ended December 31,
(In thousands, except per share)

1990

1989

1988

(49,190)

(29,543)

••••

Loss from operations before extraordinary item
Extraordinary item—income from conditional
waiver of contingency
Net income (loss)

(8,523)
36,130
$27,607

—
$(49,190)

—
$(29,543)

••••

Banctexas Group Inc.
Notes to Consolidated Financial Statements
Note 2. Current Regulatory Environment
On January 26, 1990, the Office of the Comptroller of the Currency (OCC) declared
BancTEXAS Dallas N.A., a subsidiary of BTX, insolvent and appointed the Federal Deposit
Insurance Corporation (FDIC) as receiver. On the same day, the FDIC transferred the assets and
liabilities of BancTEXAS Dallas to Hibernia National Bank in Texas (Hibernia). [Ed. Note: "BTX"
means BancTEXAS Group Inc. in the annual report].
The Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA) enables
the FDIC to recover its costs from any bank failure by assessing other "commonly controlled
insured depository institutions." The FDIC indicated that its costs relating to BancTEXAS Dallas
were approximately $69 million. In anticipation of the potential claims from the FDIC, under
FIRREA, the December 31, 1989 balance sheet included a line item titled "deficiency in assets of
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former subsidiary bank" for $36 million, which represented the net deficiency in assets of
BancTEXAS Dallas. This amount was set aside until BTX could reasonably determine if the FDIC
would, in fact, exercise its discretionary right under FIRREA to assess the two remaining Bank
Subsidiaries for its costs. BTX has been advised that the FDIC’s cross-guaranty rights against the
Bank Subsidiaries will expire on January 26, 1992.
On October 16, 1990, the FDIC issued an order to BTX and its Bank Subsidiaries....
On November 30, 1990, BTX implemented all of the initial requirements of this order. BTX
management believes that it is probable that BTX and its Bank Subsidiaries will remain in
compliance with the conditions of the order and, accordingly, recorded an extraordinary gain of $36
million on its initial statement of operations for the fourth quarter, eliminated the "deficiency in
assets of former subsidiary bank" from its balance sheet and entered into two contracts with the
FDIC (See Note 12)....

DIANA CORPORATION, MARCH 30, 1991
The Diana Corporation and Subsidiaries
Consolidated Statements o f Operations
Fiscal Year Ended
March 30,
March 31,
1990
1991

LOSS BEFORE EXTRAORDINARY ITEMS
EXTRAORDINARY ITEMS
NET EARNINGS (LOSS)

(11,206,000)
16,937,000
$ 5,731,000

(4,885,000)
$(4,885,000)

••••

The Diana Corporation and Subsidiaries
Notes to Consolidated Financial Statements
March 30, 1991
Note 14— Extraordinary Items
For the fiscal year ended March 30, 1991, extraordinary items consist of the following:
••••

Deconsolidation of RCOA

$ 5,829,000
$16,937,000
••••

In January 1991, RCOA and Economy filed for reorganization under the provisions of Chapter
11 of the U.S. Bankruptcy Code in the United States District Court of the Northern District of New
York. As a result of the filing, the Company has deconsolidated RCOA and will reflect the
remainder of RCOA’s operations as discontinued operations (see Note 13).
The Company has recorded cumulative losses in excess of its indirect investment in RCOA of
$5,829,000 (RCOA’s shareholders’ deficit at January 5 , 1991) as a result of including RCOA in the
consolidated financial statements through the date RCOA filed for reorganization. The Company
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does not have any liability with respect to the debts and obligations of RCOA. Accordingly, the
Company has reversed all losses recorded with respect to RCOA in excess of its indirect investment
in RCOA and has reflected the corresponding credit in the statement of operations as an
extraordinary item.
The amounts included in extraordinary items are not net of taxes due to the availability of net
operating loss carryforwards (see Note 12).

FLOWERS INDUSTRIES INC., JUNE 30, 1990
Consolidated Statement o f Income
(Amounts in Thousands except Per Share Data)
For the year ended

June 30,
1990

July 1,
1989

July 2,
1988

34,253

29,552

41,476

$29,552

$43,233

••••

Income before extraordinary item and
cumulative effect of a change in
accounting principles
Extraordinary loss on FTC ordered
divestiture, net of tax benefit
of $4,045 (Note 3)

(4,955)
• •• •

Net income

$29,298
• •• •

Notes to Consolidated Financial Statements
Note 3. Extraordinary Item—Divestiture of Operating Facilities
Pursuant to an order issued by the Federal Trade Commission ("FTC") as discussed in Note 12,
the Company sold its production facilities and transferred or licensed its trademarks in Gadsden,
Alabama and High Point, North Carolina on October 17, 1989. An extraordinary loss on this FTC
ordered divestiture of $4,955,000, net of applicable income tax benefit of $4,045,000, is reflected
in the accompanying Consolidated Statement of Income.
Note 12. Legal Matters and Contingencies
In 1980, the Federal Trade Commission ("FTC") filed a complaint alleging that seven
acquisitions by the Company were in violation of the Clayton Act. On November 3, 1983, the FTC
issued an Order which required, among other things, divestiture of two operating facilities, located
in Gadsden, Alabama and High Point, North Carolina (the "Facilities"); transfer or licensing of
certain labels associated with the Facilities under certain circumstances; and for a period of ten
years, that the Company obtain prior FTC approval to acquire bakeries with sales greater than
certain specified amounts or which are located less than 200 miles from plants owned by the
Company. The divestiture of the Facilities was effected as of October 17, 1989 (See Note 3).
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GULF STATES UTILITIES COMPANY, DECEMBER 13, 1989
Gulf States Utilities Co.
Consolidated Statement o f Income
(in thousands except per share amounts)
For the years ended December 31

1989

1988

1987

13,251

103,143

241,101

(58,824)

—

—

(45,573)

103,143

241,101

••••

Income Before Extraordinary Item
Extraordinary Items—
Discontinuation of Regulatory
Accounting Principles
(net of income taxes) (Note 3)
• •••

Net Income (Loss)
• •• •

Gulf States Utilities Company
Notes to the Consolidated Financial Statements
3. Rates and Accounting
• •••

Wholesale Jurisdiction. During June through August 1989, the Company and a majority of its
wholesale customers reached agreements which provide for rates that are lower than the existing
approved rates for the Company’s wholesale electric service and, in some cases, lower the energy
and power requirements from those previously contracted for. The individual agreements were
approved by the FERC in August and September 1989, and will become effective at various times
through April 1990.
Accounting Developments
• •••

SFAS No. 101. In December 1988, the FASB issued SFAS No. 101, Regulated Enterprises —
Accounting for the Discontinuation of Application of FASB Statement No. 71.
SFAS No. 101 specifies how an enterprise that ceases to meet the criteria for application of
SFAS No. 71, Accounting for the Effects of Certain Types of Regulation, to all or part of its
operations should report that event in its general-purpose external financial statements.
An enterprise’s operations can cease to meet those criteria for various reasons, including
deregulation, a change in the method of regulation, or a change in the competitive environment for
the enterprise’s regulated services or products. Regardless of the reason, an enterprise whose
operations cease to meet those criteria should discontinue application of SFAS No. 71 and report
that discontinuation by eliminating from its balance sheet the effects of any actions of regulators
that had been recognized as assets and liabilities pursuant to SFAS No. 71 but which would not
have been recognized as assets and liabilities by enterprises in general.
Steam Department. The Company has for a number of years produced steam at its Louisiana
Station No. 1 and sold such steam, along with the cogenerated electricity, to industrial customers
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located adjacent to Louisiana Station. Electric power requirements of these customers in excess of
the by-product electricity have been met by the Company with power from the Company’s system
power grid. In the past, contractual arrangements with the steam customers called for that power
provided from the grid to be billed at rates set in rate proceedings by the LPSC. As a result of this
arrangement, the Company has previously accounted for the steam department in accordance with
the provisions of SFAS No. 71.
The remaining steam customer now intends to replace a substantial portion of power previously
provided from the Company’s grid with power from additional cogenerated facilities which are
currently under construction and expected to be completed in mid to late 1990.
As a result, in the fourth quarter of 1989, the Company discontinued regulatory accounting
principles for the steam department and wrote-off the deferred revenue requirement and accounting
order deferrals, and made other adjustments. The write-off is recorded as an extraordinary item and
amounted to $34,431,000 before the related income tax benefits of $12,527,000.
Wholesale Jurisdiction. As discussed previously in Wholesale Jurisdiction -- Rate Matters, the
Company has reached agreements with a majority of its wholesale customers which, among other
things, lowers the contracted amount of power and the rates for such power. Upon approval by the
FERC of these agreements, the Company discontinued regulatory accounting principles for the
wholesale jurisdiction, wrote-off the deferred revenue requirement previously recorded by the
Company with respect to the phase-in plan for its wholesale customers, and made other adjustments.
The write-off is recorded as an extraordinary item and amounted to $65,502,000 before the related
income tax benefits of $28,582,000.
• •••

LAIDLAW INC., AUGUST 31, 1990
Consolidated Statements o f Income and Retained Earnings
(U.S. $000's omitted except per share amounts)
Year Ended August 31

1990

1989

1988

247,928
(33,422)

210,785

147,406

$210,785

$147,406

1989

1988

• •••

Income before extraordinary items
Extraordinary items (Note 9)

$ 214,506

Net income
• •• •

Notes to Consolidated Financial Statements
9. Extraordinary items ($000’s omitted)
Year Ended August 31
Provision for unresolved permitting issue at a
hazardous waste services site, net of income
taxes of $11,500
Other, net of income taxes of $400
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1990

$30,822
2,600
$33,422

$
$

—
—
—

$
$

—
—
—

WASTE MANAGEMENT INC., DECEMBER 31, 1990
Consolidated Statements o f Income
For the Years Ended December 31, 1988, 1989, and 1990
1988

1989

1990

$464,223
—
$464,223

$562,135
—
$562,135

$709,309
24,547
$684,762

• •• •

Income Before Extraordinary Item
Extraordinary Loss
NET INCOME FOR THE YEAR
• •••

Notes to Consolidated Financial Statements
(000’s omitted in all tables except per share amounts)
Note 9. Nonrecurring Gains and Charges and Extraordinary Charge
• •••

The Company’s results for 1990 include an extraordinary charge of $24,547,000, or $.05 per
share, which reflects the Company’s percentage interest in the writedown by WTI of WTI’s
investment in the stock of the Henley Group, Inc. and Henley Properties Inc. to market value. [Ed.
Note: WTI is a subsidiary o f Waste Management Inc.]
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V
ADJUSTMENT OF AMOUNTS REPORTED IN PRIOR PERIODS

APB Opinion 30 observes that, because measurement of gains or losses on disposals of business
segments or of extraordinary items requires estimates, adjustments of such gains and losses may
have to be made in periods subsequent to the periods in which they are reported. The Opinion
requires that such an adjustment be separately disclosed in terms of year of origin, nature, and
amount, and classified separately in the current period in the same manner as the original item.
Examples from the annual reports of seven enterprises are presented below. One example
(Tennant Company) is of an adjustment made in the current reporting year of an extraordinary item
reported in a prior year. Six examples are of adjustments made in the current reporting year of
gains and losses on disposals of business segments reported in prior years.

GRC INTERNATIONAL INC., JUNE 30, 1990
GRC International, Inc. and Subsidiaries
Consolidated Balance Sheets
As o f June 30, 1990, and 1989
1990

1989
(in thousands)

ASSETS
CURRENT ASSETS:
• •• •
Net assets of discontinued operations
Total current assets

—
48,032

41,359
90,719

••••
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GRC International, Inc. and Subsidiaries
Consolidated Statements o f Income
For the Years Ended June 30, 1990, 1989, and 1988

1990

1989

1988

(in thousands, except fo r per share data)
••••

Income (loss) from continuing operations
Income (loss) from discontinued operations
Loss from extraordinary item
Net income (loss)

1,571
(3,500)
(2,183)
$(4,112)

(2,059)
(16,586)
—
$(18,645)

1,133
4,320
—
$5,453

• •••

GRC International, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
June 30, 1990, 1989, and 1988

(2) Discontinued Operations
On November 8, 1989, the Company sold to ICN Biomedicals, Inc., of Costa Mesa, California,
its biomedical products and services business segment (the "biomedical business"), which consisted
primarily of entities operating under the name of Flow Laboratories, for $35.6 million in cash, $.5
million in an interest-bearing note and stock redeemable in five years for $2 million. In addition,
the Company was relieved of approximately $26 million of debt associated with its foreign
operations. The results of operations for the biomedical business have been reclassified as
discontinued operations and are set forth separately. Amounts related to such operations are
summarized as follows:(*)
October 31,
1989 (*)
Revenues
Cost and expenses
Income (loss) before income taxes
Provision (benefit) for income taxes
Income (loss) from discontinued operations

$34,694
39,440

June 30,
1989
$104,880
110,456

June 30,
1988
$109,204
103,650

(4,746)
(188)

(5,576)
439

5,554
1,234

$(4,558)

$(6,015)

$ 4,320

(*) (unaudited)
The 1989 results of operations included an estimate of approximately $1.2 million for operating
losses through the date of sale. The loss from discontinued operations of $3.5 million for 1990 is
attributable to the difference between actual results of operations through October 31, 1989,
additional expenses of sale and certain costs relating to the cessation of biomedical operations at
its former McLean facility and the estimates recorded at June 30, 1989.
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The estimated net realizable value of the biomedical assets are included in the consolidated
balance sheets as of June 30, 1989, in "Net assets of discontinued operations."
The following are statements of the net assets for the biomedical business as of:
October 31,
June 30,
1989 (*)
1989
(in thousands)
$ 1,151
36,625
36,544
3,228
13,885
(55,788)
$35,645

Cash
Accounts receivable
Inventories
Prepaid expenses and other
Property, equipment and other net assets
Accounts payable and other accrued expenses
Net assets

$

961
35,966
37,158
4,070
13,530
(50,326)
$41,359

(*) (unaudited)
Included in the $10.6 million loss on anticipated sale of the biomedical business at June 30,
1989 was approximately $1.8 million relating to the cumulative foreign currency translation
adjustment.

HUDSON GENERAL CORPORATION, JUNE 30, 1990
Hudson General Corporation and Subsidiaries
Consolidated Balance Sheets
June 30,

1990

1989
(in thousands)

Total current assets
Noncurrent assets—discontinued
operation—net

24,984

24,286

—

369

12
24,481

3,188
24,901

Liabilities and Stockholders’ Equity
Current liabilities:
• •••

Current liabilities—discontinued
operation—net
Total current liabilities
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Hudson General Corporation and Subsidiaries
Consolidated Statements o f Operations

Year Ended June 30,

1990

1989

1988

(in thousands, except per share amounts)
••••

Earnings (loss) from continuing operations
Discontinued operation:
Equity in loss of discontinued operation
Earnings (loss) on sales and aviation
services to discontinued operation
(net of applicable income taxes)
Provision for loss on disposal and
expenses during phase-out period
Loss from discontinued operation
Net earnings (loss)

1,068

(2,991)

2,439

—

(2,824)

(1,551)

—

154

(578)

(300)
(300)
$ 768

(7,372)
(10,042)
$(13,033)

—
(2,129)
$ 310

••••

Notes to Consolidated Financial Statements

2.

Discontinued Operation

In fiscal 1989 the Company made a determination to undertake an orderly liquidation of its
minority equity interest in a corporate entity (the Entity) in Canada engaged in the transportation
of air freight through the chartering of two leased DC-8 aircraft. Accordingly, the results of
operations and assets and liabilities of the discontinued operation have been segregated from the
continuing operations of the Company in the accompanying consolidated financial statements. In
addition to having had an equity interest in the Entity, the Company provided the Entity with
advances and certain services in connection with its operations.
In November 1989 the Company foreclosed on the assets of the Entity in which it had a
security interest, principally receivables and inventory, which secured amounts due from the Entity.
The Company subsequently entered into an agreement with the Entity and its majority shareholders
(Entity Agreement), pursuant to which both the Company and the Entity received rights to certain
specified assets and assumed certain liabilities. The Company retained an agent to facilitate the
disposal of foreclosed assets and the settlement of liabilities assumed. Pursuant to the Entity
Agreement, the Company relinquished its equity interest in the Entity while the Entity and its
majority shareholders provided the Company with an unconditional release from any further
liabilities relating to this matter. Subsequent to the signing of the Entity Agreement, the Entity and
its majority shareholders presented additional claims relating to this matter to the Company’s agent.
Company management and its legal counsel believe such claims to be without merit.
The Company had previously guaranteed approximately $3,400,000 of the residual value of the
two DC-8 aircraft leased by the Entity. In April 1990, the Company and the lessor of the aircraft
(Lessor) entered into a settlement agreement pursuant to which the Company remitted approximately
$1,400,000 to the Lessor and executed a non-interest bearing note in the aggregate amount of
approximately $500,000, which is due in two equal installments in March 1991 and 1992. The
agreement also provides for the Company to realize the proceeds from the disposal of certain other
assets of the Entity.
Included in the consolidated statement of operations for fiscal 1989 is a loss of $10,042,000
related to the discontinued operation comprised of equity in operating losses of the Entity, provision
for loss on disposal, expenses to be incurred during the phase-out period and estimated payments
related to the lease guarantee. During fiscal 1990, in connection with the orderly liquidation of its
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interest in the Entity, the Company advanced funds, provided services and made settlement
payments in the amount of $2,627,000. Additionally, the Company expended $560,000 for legal,
professional and other expenses related to the liquidation. Included in the consolidated statement
of operations for fiscal 1990 is an additional provision of $300,000 for revised net estimated
phase-out period costs to be incurred by the Company, including the note payments due under the
settlement agreement to be made to the Lessor, the settlement of obligations assumed under the
Entity Agreement and professional costs to be incurred during the remaining phase-out period, offset
by estimated realization of proceeds from the disposal of certain other assets of the Entity. It is
anticipated that the liquidation would be accomplished by June 30, 1991.
The assets and liabilities of the discontinued operation have been segregated in the June 30,
1990 and 1989 consolidated balance sheets as follows:
1990

Noncurrent assets—discontinued operation—net
Deferred income taxes

Current liabilities—discontinued operation—net
Income taxes payable
Accrued expenses and other liabilities—net

1989
(in thousands)

$—
$—

$ 369
$ 369

$—
12
$12

$ 374
2,814
$3,188

Included in accrued expenses and other liabilities—net at June 30, 1990 is $828,000
representing the anticipated liquidation proceeds from the disposal of certain assets, principally
receivables and inventory.
The Company’s earnings (loss) on sales and aviation services to the discontinued operation were
$154,000 and $(578,000) in fiscal 1989 and 1988, respectively, net of applicable income tax
expense (benefit) of $39,000 and $(87,000) in the respective fiscal years. These results include
revenues of $450,000 and $2,613,000; preferred dividends of $64,000 and $51,000; and interest
income of $817,000 and $376,000 in fiscal 1989 and 1988, respectively.

INFORMATION RESOURCES INC., DECEMBER 31, 1990
Information Resources, Inc. and Subsidiaries
Consolidated Statements o f Operations
(Dollars in thousands except per share data)
Year Ended December 31

Earnings (loss) from continuing operations
before cumulative effect of change
in accounting principle
Net loss from discontinued operations, net
of income tax benefit of $3,632 and $389
in 1989 and 1988, respectively
Net loss on disposition of discontinued
operations, net of tax benefit of $420
and $1,205 in 1990 and 1989, respectively
Loss from discontinued operations

1990

1989

1988

4,787

(2,898)

1,447

(8,873)

(1,180)

(1,851)
(10,724)

(1,180)

(580)
(580)
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Year Ended December 31

1990

1989

Net earnings (loss) before cumulative effect
of change in accounting principle

4,207

(13,622)

$2,838

$(12,122)

1988

267

• •••

Net earnings (loss)

$

267

• •••

Information Resources, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 1990, 1989, and 1988
Note D—Discontinued Operations
On October 31, 1990, the Company completed the spin-off of its wholly-owned subsidiary
VideOcart, Inc. ("VideOcart") in a tax free distribution. The business and assets of VideOcart at
the time of the spin-off consisted of the business of the Company relating to the continuing
development and marketing of VideOcart (TM) and the continuing business of two wholly-owned
Australian based subsidiaries of the Company. Each Company stockholder of record as of October
19, 1990 (other than a stockholder waiving its right to such distribution) received one share of
VideOcart Common Stock for every two shares of IRI Common Stock owned on such record date.
The Company distributed 8,863,340 shares of VideOcart Common Stock to such stockholders. This
dividend resulted in a reduction of $12,115,000, as of the October 31st date of distribution, of the
Company’s retained earnings. A reserve of $3.3 million was established in the fourth quarter of
1989 to account for expected losses of VideOcart from December 31, 1989 until the spin-off date.
The Company increased the reserve by $1.0 million in the third quarter of 1990 to cover higher than
expected costs of the spin-off and a delay in the spin-off date until October 31, 1990.

OCEAN DRILLING & EXPLORATION COMPANY, DECEMBER 31, 1990
Ocean Drilling & Exploration Company and Subsidiaries
Consolidated Balance Sheets
December 31, 1990, and 1989
1990

1989(*)

• •••

Total current assets

318,864,000

305,988,000

243,331,000
1,617,000

273,755,000
5,363,000

341,745,000

329,899,000

• •••

Net property and equipment
Deferred charges and other assets
Net investment in discontinued
contract drilling operations

(*) Restated.
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LIABILITIES AND STOCKHOLDERS’
EQUITY
• •••

Total current liabilities

187,211,000

166,128,000

Long-term debt
Reserves for cost of dismantlement of
oil and gas properties

152,369,000

258,193,000

70,864,000

73,038,000

See accompanying notes to consolidated financial statements.

Ocean Drilling & Exploration Company and Subsidiaries
Consolidated Statements o f Operations
Years Ended December 31, 1990, 1989, and 1988
1990

INCOME FROM CONTINUING
OPERATIONS
DISCONTINUED OPERATIONS
Income (loss) from operations
Gain (loss) on disposal
Income (loss) from
discontinued operations
INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM

1989(*)

1988(*)

45,397,000

32,495,000

17,722,000

2,027,000
17,291,000

(31,624,000)
(30,463,000)

(48,162,000)

19,318,000

(62,087,000)

(48,162,000)

64,715,000

(29,592,000)

(30,440,000)

(29,592,000)

(30,440,000)

• •••

NET INCOME (LOSS)

$ 77,660,000
• •••

(*) Restated.
See accompanying notes to consolidated financial statements.

Notes to Consolidated Financial Statements
Discontinued Operations
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On October 30, 1989 the Company’s Board of Directors adopted a plan to discontinue the
Company’s contract drilling business segment. The plan contemplates a series of transactions which
include: (i) the formation of ODECO Inc. ("Contract Drilling"), a wholly owned subsidiary, (ii) a
contribution to Contract Drilling by the Company of its drilling barges and related assets in
combination with certain other net assets and common stock of various foreign and domestic
companies involved in the contract drilling business for common stock of Contract Drilling and the
assumption of related debt equal to the excess of the proceeds from an initial public offering
("Offering") over the amount required to fund Contract Drilling with $50,000,000 of working
capital, (iii) the Offering and (iv) an offer to exchange common stock of Contract Drilling for
common stock of the Company and a pro rata distribution of the Company’s remaining ownership
of Contract Drilling to its then stockholders.
In late September 1990 the Company received a letter ruling from the Internal Revenue Service
confirming the tax free treatment of the plan and announced its intention to proceed with the
Offering once a registration statement on file with the Securities and Exchange Commission became
effective. However, on November 14, 1990, the Company announced the postponement of the
Offering due to stock market conditions. On January 23, 1991, the Company’s Board of Directors
reaffirmed its commitment to the plan.
The activities of the contract drilling business segment have been accounted for as discontinued
operations since September 30, 1989 ("measurement date"). The consolidated statements of
operations for 1990 and 1989 included provisions for loss on disposal of the contract drilling
operations of $11,062,000 and $30,463,000, respectively. Such loss for 1990 represented an
adjustment to the previously reported loss on disposal of the contract drilling business segment. This
adjustment resulted from a delay in the disposal of the segment and represents additional estimated
costs of disposal of $859,000 plus $10,203,000 of additional estimated losses from contract drilling
operations through the revised anticipated completion date of disposal, which is expected to occur
during 1991. The loss for 1989 consisted of estimated costs of disposal of $4,915,000 plus
$25,548,000 of estimated losses from contract drilling operations for the period from the
measurement date to the then estimated date of disposal. In the consolidated statements of
operations the foregoing amounts are included in the gain (loss) on disposal component of
discontinued operations. Unless adjustments to the estimated loss on disposal are required, the
activities of the contract drilling business segment are no longer included in the Company’s
consolidated results of operations. The operating results of the discontinued contract drilling
operations through September 30, 1989 have been reflected as net amounts in the consolidated
statements of operations and are included in the income (loss) from operations component of
discontinued operations. Summarized operating results of the discontinued contract drilling
operations are presented in the following table. For comparative purposes, the table includes the
operating results for the full year 1989 and the year 1990.
1990

Revenues:
Drilling and related revenues
Equity in net loss of jointly
owned companies
Interest and other revenues
Total revenues
Costs and deductions:
Barge expenses
Depreciation
General and administrative expenses
Total costs and deductions
Loss before income taxes

80

$145,307

1989 (1)
1988
(In Thousands o f Dollars)

$101,041

$109,555

(685)(2)
3,031 (3)
147,653

(5,580)
8,591 (4)
104,052

(5,737)
11,290(5)
115,108

122,110
32,314 (6)
16,232
170,656
(23,003)

91,438
48,444
13,752
153,634
(49,582)

98,140
47,639
13,418
159,197
(44,089)

1990

Income taxes
Loss from operations

1,158
$(24,161)

1989 (1)
1988
(In Thousands o f Dollars)
577
(50,159)

1,461
(45,550)

Notes:
(1) For the nine months ended September 30, 1989, total revenues, loss before income taxes
and loss from operations were $72,207, $42,414 and $42,954, respectively.
(2) Includes gains of $3,680 on sales of Ocean Benarmin and $626 on sale of Ben Ocean
Lancer.
(3) Includes gain of $993 on sale of the Ocean Odyssey design drawings and net recoveries
from third parties related to damages to a drilling barge in a prior year of $1,404.
(4) Includes net recoveries from third parties related to damages to a drilling barge in a prior
year of $6,331.
(5) Includes excess of insurance proceeds over carrying value arising from loss of a drilling
barge of $8,787.
(6) Includes a reduction of $11,690 as a result of a change in the estimated remaining useful
lives of drilling barges, effective January 1 , 1990. Based on an evaluation of the expected remaining
useful lives of the drilling barges, the original useful lives of all the barges were increased from 16
to 18 years and the remaining useful lives for certain barges were changed to reflect performance
of and rebuilding and modernization of such barges.
Net assets of the discontinued contract drilling operations, which are presented as a net amount
in the Company’s consolidated balance sheets, were as follows:
1990
1989
(In Thousands o f Dollars)
Current assets
Current liabilities
Net current assets
Property and equipment—net
Other noncurrent assets
Provision for estimated future losses of
discontinued contract drilling operations
Other noncurrent liabilities
Net noncurrent assets
Net assets

$ 37,164
(12,118)
25,046
328,818
2,542

14,805
(5,417)
9,388
345,522
4,098

(4,385)
(10,276)
316,699
$ 341,745

(18,343)
(10,766)
320,511
329,899

Upon completion of the plan adopted by the Company’s Board of Directors, the Company’s
stockholders’ equity will be reduced by the then net investment in discontinued contract drilling
operations.•
••••
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PRECISION AEROTECH INC., APRIL 30, 1991
Consolidated Statements o f Operations
Precision Aerotech, Inc. and Subsidiaries
Year Ended April 30

1991

1990

1989

• •• •
LOSS FROM CONTINUING
OPERATIONS
Discontinued Operations — Note O

(942,000)

Income (loss) from operations:
Micronics (net of income tax benefit
of $1,219,000 in 1989)

—

(2,544,000)

(2,805,000)

(1,138,000)

(2,048,000)

• •••
(136,000)

(4,637,000)

(2,276,000)
$(3,218,000)

(7,312,000)
$(9,856,000)

Loss on disposal of Micronics

NET LOSS

(1,639,000)
$(4,444,000)

• •••
Notes to Consolidated Financial Statements
Precision Aerotech, Inc. and Subsidiaries
April 30, 1991
Note O—Discontinued Operation
In September 1987, the Company acquired all of the outstanding common stock of Micronics
International, Inc. (Micronics)....
In September 1989, Micronics filed for protection under Chapter 11 of the United States
Bankruptcy Code. The bankruptcy filing was prompted by a suspension of delivery of product and
an imposition of Method D by the Defense Contract Administration Service (DCAS), a Pentagon
agency, on August 28, 1989. The Method D would have required Micronics to requalify or
reprocure all of the parts and assemblies in its inventory.
In March 1990, the assets of Micronics were sold for $1,100,000 in cash to Ordnance Devices,
Inc. Ordnance Devices, Inc. is owned by a common shareholder of the Company. Of the
$1,100,000, $200,000 was retained by Micronics to be distributed in accordance with the plan of
reorganization and $900,000 was used to pay down the Company’s term loan. The $900,000
proceeds from the sale of the assets of Micronics have been netted against the write-off of the net
assets of Micronics reflected in the financial statements of $4,637,000.
Micronics’ net loss for the year ended April 30, 1990 of $1,138,000 includes an allocation of
interest and administrative expense of $178,000 and $61,000, respectively. The interest is related
to working capital provided to Micronics by the Company. The allocation relates to the first four
months of the year, the pre-bankruptcy filing period.•
••••
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QUIXOTE CORPORATION, JUNE 30, 1991
Quixote Corporation and Subsidiaries
Consolidated Balance Sheets
As of June 30,
1991
1990

Dollar amounts in thousands
except per share data
Assets
Current assets:
• •• •

Net assets of discontinued operations
Total current assets

—
39,235

1,931
31,832

• •••

Quixote Corporation and Subsidiaries
Consolidated Statements o f Operations
Dollar amounts in thousands
except per share data

______ For the years ended June 30,
1991
1990
1989
••••

Earnings from continuing operations
Discontinued operations:
Loss from operations, net of income taxes
Loss on disposal, net of income taxes
Net earnings (loss)

1,915

5,039

3,133

(1,631)
(3,415)
$(3,131)

(3,314)
(5,400)
$(3,675)

(975)
—
$2,158

• •••

Note 2. Dispositions
Effective June 30, 1991, the Company sold the stock of Source Scientific Systems, Inc., a
manufacturer of medical instrumentation, to MicroProbe Corporation, in exchange for shares of
MircoProbe preferred stock. MicroProbe is a development stage company using DNA probe
technology in the development of diagnostic tests for the medical and dental markets.
Under the terms of the agreement, the Company received shares of MicroProbe’s Series C
preferred stock and, in exchange for cancellation of certain debt of Source Scientific to the
Company, shares of MicroProbe’s Series D preferred stock. Both Series of preferred stock have
conversion privileges into shares of common stock. The Company has an approximate 19% voting
interest in MicroProbe.
MicroProbe’s success will depend on the outcome of its research and development, market
acceptance of the potential new products developed, and continued venture capital financing. Due
to the degree of uncertainty, the Company has written off its interest in MicroProbe.
Source Scientific is presented in the Statements of Operations as discontinued operations and
had net sales for the years ended June 30, 1991, 1990 and 1989 of $5,119,000, $5,021,000 and
$8,444,000, respectively. The income tax benefits related to Source Scientific’s operations for the
years ended June 3 0 , 1991,1990 and 1989 were $1,113,000, $2,514,000 and $517,000, respectively.
The estimated loss on disposal of $5,400,000 in 1990 is net of a tax benefit of $600,000. The assets
of Source Scientific at June 30, 1990 consisted principally of accounts receivable, inventory and
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equipment and net of its liabilities have been reflected separately in the Consolidated Balance
Sheets.

TENNANT COMPANY, DECEMBER 31, 1990
Tennant Company and Subsidiaries
Consolidated Statements o f Earnings•
(Dollars in thousands, except per share data)
Year ended December 31
1990
Percent
Amount

Year ended December 31
1988
Percent
Amount

• •• •
Earnings before extraordi
nary gain and cumulative
effect of accounting change
Extraordinary gain, net of
income taxes of $318 and
$1,223 in 1990 and 1988,
respectively (note 16)

15,621

7.4

11,574

6.3

590

.3

1,689

.9

• •••

Notes to Consolidated Financial Statements
(16) Extraordinary Gain
On May 3 , 1988, a fire destroyed a portion of the Company’s European manufacturing facilities
located in Uden, the Netherlands. All assets destroyed were insured. Additionally, the Company
is insured for fire-related costs chargeable to operations during the reconstruction period.
As of December 3 1 , 1989, the Company had received $4,881,000 from the insurance company.
Included in other current assets at December 31, 1989, is an insurance claim receivable of
$1,818,000, which was received in 1990.
Included in the 1988 Statement of Earnings as an extraordinary gain is the excess of $1,689,000
(net of income taxes of $1,223,000) of the insurance claim over the net book value of the destroyed
assets. An additional extraordinary gain of $590,000 (net of income taxes of $318,000) was included
in the 1990 Statement of Earnings due to a further insurance settlement related to the fire.
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VI
UNUSUAL GAINS AND LOSSES
Under APB Opinion 30, gains and losses that are unusual, without additionally being infrequent,
are reported as a separate component of income from continuing operations. According to the
Opinion, a gain or loss is unusual if it arises from an event that possesses a high degree of
abnormality and is of a type clearly unrelated to, or only incidentally related to, the ordinary and
typical activities of the entity, taking into account the environment in which the entity operates.
Examples of gains or losses reported as a separate component of income from continuing
operations and described as unusual, but not as infrequent, by fourteen enterprises are presented
below. The examples are classified according to whether or not the gain or loss is classified in the
income statement as part of operating income.

CLASSIFIED AS PART OF OPERATING INCOME

CUSTOMEDIX CORPORATION, JUNE 30, 1990
Customedix Corporation
Consolidated Statements o f Operations
Year ended June 30,

1990

1989

1988

••••
Income from continuing operations before
unusual items and taxes on income
UNUSUAL ITEMS:
Gain on lease refinancing (Note 6(c))
Loss on sale of net assets of subsidiary
(Note 2(c))

229,330

349,648

1,604,587

354,600
(540,146)
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1990
Valuation reserve on notes receivable (Note 5)

(1,542,418)

TAXES (RECOVERY) ON INCOME (Note 7)
Income (loss) from continuing operations

(1,853,234)
64,000
(1,917,234)

1989

704,248
142,000
562,248

1988

1,604,587
(55,000)
1,659,587

Notes to Consolidated Financial Statements
Note 2—Acquisitions
During the last three years, the Company acquired the following businesses:

(c) Effective March 15, 1988, the Company acquired Sales & Marketing Services, Inc. ("SMS")
as well as an affiliated company. SMS, located in Maryland, distributes surgical instruments,
procedure kits, devices, supplies and disposables for the medical health care market....
Effective March 31, 1990, the Company sold to the previous owner of SMS, its net assets
(except for the intercompany receivable/payable) for $760,000, consisting of $200,000 cash,
$410,000 note receivable (see Note 5), the return of the 300,000 shares of the Company’s stock
issued in the original purchase transaction, and the cancellation of the $750,000 convertible note
payable associated with the original purchase. The Company recognized a loss of $540,000 on the
sale of SMS.
Summarized financial information for SMS is as follows (in thousands):
1990
Net sales
Operating earnings (loss)
Depreciation and amortization

$ 6,319
(412)
25

1989

1988

$ 5,431
126
26

$ 1,932
70
7

Note 5—Notes Receivable
(a) Effective January 1, 1986, the Company sold certain assets, liabilities and the business of
its subsidiary, Custom Wellhead Services, Inc. ("CWS") for notes receivable (aggregate face value
of $9,500,000, bearing interest at 10% per annum with principal and interest repayable in 2006).
The notes are collateralized by the assignment of cash flow from certain oil and gas properties and
third-party guarantees. In the fall of 1986, production from certain of the oil and gas properties
mentioned above was substantially reduced.
At June 30, 1989, the notes were carried at a book value of $1,542,418. During the year ended
June 30, 1990, the Company determined that the continuing net realizable value of the notes is in
doubt and, accordingly, provided an additional allowance for possible losses of $1,542,418, fully
reserving the notes.
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FMC CORPORATION, DECEMBER 31, 1990
Consolidated Statements o f Income
(In thousands, except per share data)
Year ended December 31

1990

1989

1988

• •••

Operating earnings before unusual items
Unusual items (Note 1)
Earnings before interest, taxes and
extraordinary items

319,937
19,499

316,092
35,968

298,230
39,699

339,436

352,060

337,929

• •••

Notes to Consolidated Financial Statements
Note 1—Principal accounting policies
• •• •

Unusual items
Items defined as unusual or non-recurring are classified as unusual items in the income
statements. Included is pension-related income of $17.2 million, $23.0 million and $24.3 million
in 1990,1989 and 1988, respectively, as well as LIFO-related benefits of $6.3 million, $9.1 million
and $5.7 million. Unusual items in 1990 also included a $26.7 million gain on the sale of the
company’s investment in Centocor, Inc., a $13.4 million restructuring charge, a $10.1 million charge
for general environmental clean-up, a $4.0 million charge for severance-related costs and $3.2
million in asset disposal costs. Unusual items in 1989 included a $2.5 million gain from land sales,
a $3.4 million gain from the sale of mining leases and a $2.0 million loss on the writedown of an
investment. Unusual items in 1988 included a $3.2 million gain on a legal settlement and a $5.6
million gain on the recovery of a receivable.
••••

INTERLAKE CORPORATION, DECEMBER 30, 1990
The Interlake Corporation
Consolidated Statement o f Income
For the Years Ended December 30, 1990, December 31, 1989
and December 25, 1988
1990
1989(*)
1988(*)
(in thousands except per share data)
• •••

Unusual items
Operating Income

13,482
58,651

26,146
39,329

65,415
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1990
1989(*)
1988(*)
(in thousands except per share data)
• •• •

Nonoperating (income) expense
Income (Loss) from Continuing Operations Before
Taxes on Income and Minority Interest

(2,378)
(108)

365

(314)

20,882

65,904

••••

The Interlake Corporation
Notes to Consolidated Financial Statements
For the Years Ended December 30, 1990, December 31, 1989, and December 25, 1988
Note 2—Restructuring Program
During the third quarter of 1989, the Corporation adopted a restructuring program which
included (a) recapitalization of the Corporation (Recapitalization), (b) establishment of an employee
stock ownership plan (ESOP), and (c) modification of the strategic operating plan.
The Recapitalization occurred on September 27, 1989 when the Corporation borrowed
$335,000,000 in senior bank debt and issued $200,000,000 in subordinated increasing rate notes.
These proceeds and other internal funds were used to pay a special dividend of $45 per share
($458,779,000), repay certain existing debt ($71,930,000), and pay related fees and expenses
($26,583,000, of which $16,582,000 was charged to unusual items and $10,001,000 was deferred
as debt issuance cost to be amortized to interest expense over the term of the borrowings).
• •••

The strategic operating plan identified certain businesses and Corporate assets to be disposed
of (the Designated Asset Sale Program) and implemented major Corporate cost reductions. The
Corporate cost reduction actions involved provisions for severances and relocations of $2,280,000
which were charged to unusual items during 1989, with an additional provision of $1,248,000 in
1990. The businesses to be divested under the Designated Asset Sale Program included (a) the metal
powders’ magnetics operation; (b) the Sumter, South Carolina strapping equipment manufacturing
plant; (c) the Canadian handling operation; and (d) selected Dexion Group businesses, including
handling operations in the United Kingdom, Ireland, and Austria and United Kingdom electronics.
During 1990, two of the Dexion businesses were reevaluated and were redesignated as core
businesses. The remaining designated businesses were sold or shut down in 1990. The combined
sales of these businesses were $33,120,000 and $70,940,000 and operating losses (reported as part
of unusual items) were $11,354,000 and $3,769,000 in 1990 and 1989, respectively. The gain on
disposal of these businesses and the Corporate aircraft was $643,000 in 1990 (reported as part of
unusual items)....
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MEREDITH CORPORATION, JUNE 30, 1990
Meredith Corporation and Subsidiaries
Consolidated Statements o f Earnings
1990

1989

1988

36,841
732,869
2,552

651,661
42,557

565,754
41,028

Years ended June 30
(in thousands)

Operating Costs and Expenses:

Unusual Items (Note 6)
Total Operating Costs and Expenses
Income from Operations

Notes to Consolidated Financial Statements
6. Unusual Items
During the fiscal year a charge for unusual items of $36,841,000 was charged against
operations. The amount reflects a $27,302,000 charge for the devaluation of broadcast film, a
$5,000,000 reserve for possible settlement of litigation claims, a $2,192,000 write-down of obsolete
book inventories and $2,347,000 for other items.

NATIONAL INTERGROUP INC., MARCH 31, 1991
National Intergroup, Inc. and Subsidiaries
Statements o f Consolidated Operations
(Thousands o f Dollars, Except for Per Share Amounts)
1991
For the Years Ended March 31,

1990

1989

Costs and Expenses

Unusual items
Other Expense
Operating (loss) income from continuing
operations

38,252
2,900,410
893

2,401,072
1,392

(22,124)

2,046

2,007,336
5,969
(30,945)
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National Intergroup, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
For the Three Years Ended March 31, 1991
Note A—Significant Accounting Policies
• •• •

Unusual Items:
Amounts classified as unusual items in fiscal 1991 represent expenses related to proxy
solicitation costs, severance, lease termination, postretirement benefits and other costs associated
with the consolidation of all headquarters and administrative functions at the same location as the
Corporation’s wholly owned subsidiary, FoxMeyer Corporation (FoxMeyer), and the reorganization
and relocation of certain FoxMeyer operations.
• •• •

SHL SYSTEMHOUSE INC., AUGUST 31, 1990
SHL Systemhouse Inc.
Consolidated Statements o f Operations
(in thousands o f Canadian dollars, except per share amounts)
Year Ended August 31
1990

1989

1988

197,490
34,790
—

121,366
1,590
—

• •••

242,758
4,661
(35,583)

Operating income before unusual items
Unusual items (note 9)
• •• •

SHL Systemhouse Inc.
Notes to the Consolidated Financial Statements
9. Unusual Items
The unusual items consist of:
(Thousands)
Reduction in Goodwill
Write down of non-productive assets
Provision for accounts receivable due
from KTC and certain of its affiliates
Costs of anticipated share transaction
Total

$20,124
4,887
9,661
911
$35,583

During the second quarter of fiscal 1990 the Company approved plans to narrow its U.S.
Federal Government business market focus. As a result, a reduction of the carrying value of
goodwill in the amount of $20,124,000 was charged against earnings and a provision of $4,887,000
was established to write down non-productive assets to net realizable value and to cover other costs
associated with the restructuring.
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Due to the financial difficulties of the Company’s previous majority shareholder, Kinburn
Technology Corporation ("KTC") (see note 18), the Company recorded a full provision for accounts
receivable due from KTC and certain of its affiliates in the amount of $9,661,000.
KTC had pledged its controlling interest in the Company as security under loan agreements
between certain lenders and its parent, Kinburn Corporation ("KC"). As a result of KC’s financial
difficulties, the lenders have assumed beneficial ownership of the majority of KTC’s controlling
interest. On behalf of all shareholders, the Company has sought potential buyers to bid for all the
outstanding Common Shares of the Company. The related costs in the amount of $911,000 have
been segregated as an unusual item.
18. Change of Control
During the year ended August 3 1 , 1990, Kinburn Technology Corporation ("KTC") announced
that its parent, Kinburn Corporation ("KC"), was in severe financial difficulty. As a result of KTC
having guaranteed certain of KC loans, having pledged as collateral for its guarantee its controlling
interest in the Company and not having the financial ability to meet its guarantee obligation, KTC
has lost beneficial ownership of its controlling interest in the Company.
Of KTC’s former holdings of 18,806,876 Common Shares of the Company, the Royal Bank of
Canada, acting as agent for a syndicate of financial institutions, and BCE Inc. have claimed
beneficial ownership of 11,159,773 and 5,054,545 of these Common Shares, respectively. The
remaining Common Shares have been pledged to secure payment of debentures issued by KTC.
The Company was not dependent on KTC for financial support.
On behalf of all shareholders, the Company has sought potential buyers to bid for all the
outstanding Common Shares of the Company.

UNIVERSAL FOODS CORPORATION, SEPTEMBER 30, 1990
Consolidated Earnings
Universal Foods Corporation and Subsidiaries
Years ended September 30,
(in thousands)

1990

1989

(2,899)
744,667
94,219

760,157
77,098

1988

• •••

Operating costs and expenses:
• •• •

Unusual items — Note B
OPERATING INCOME

658,992
62,283

• •• •

Universal Foods Corporation and Subsidiaries
Years ended September 30, 1990, 1989 and 1988
Notes to Consolidated Financial Statements
Note B—Acquisitions, Divestitures and Unusual Items:
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In April 1990, the Company completed the sale of its Cheese Division to INVUS Group, Ltd.
The sale price of $70,000,000 in cash resulted in a pre-tax gain of $14,857,000. Also during 1990,
the Company provided a pre-tax charge of $11,958,000 for the redeployment, disposition and
reduction in carrying values of certain assets. The net impact of the sale of the Cheese Division,
offset by the provision for the other unusual items, was an increase in net earnings of $1,222,000
($.05 per share) for the year ended September 30, 1990.
••••

NOT CLASSIFIED AS PART OF OPERATING INCOME

ABITIBI-PRICE INC., DECEMBER 31, 1990
Abitibi-Price
Consolidated Earnings
Year ended December 31
(millions o f Canadian dollars)

1990

1989

1988

• •• •

Operating profit

36.5

155.7

327.0

(54.1)

(31.2)

—

• •••

Unusual items (note 3)
• •••

Notes to Consolidated Financial Statements
3. Unusual items
($ millions)
Charges relating to permanent closure
of operations:
Groundwood papers machine at
Jonquiere, Quebec
Jaffe office products business
in Florida
Newsprint machine at Grand Falls,
Newfoundland
Self-insulating hardboard siding
operation at Alpena, Michigan
Write-off of preliminary expenditures
on capital projects which have been
cancelled
Cost of employee restructuring program
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1990

$

1.8

12.9

1989

$

—

—

—

22.1

—
14.7

9.1
31.2

4.7
34.7
$54.1

—
—
$31.2

BAKER HUGHES INCORPORATED, SEPTEMBER 30, 1990
Baker Hughes Incorporated
Consolidated Statements o f Operations
(In thousands o f dollars, except per share amounts)
Years ended September 30,

1990

1989

1,125
—
2,434,242

_________ —

1988

• •••

Costs and Expenses:
• •••

Unusual charges (credits)—net
Pension gains—net
Total
Income before income taxes and
extraordinary item

180,015

—

(47,475)
(6,000)

2,210,407

2,185,525

117,588

130,626

• •••

Baker Hughes Incorporated
Notes to Consolidated Financial Statements
Note 3—Unusual Charges (Credits) - net:
In the fourth quarter of 1990, the Company recognized $1,125,000 of net unusual charges
consisting of the following items (in thousands):
Gain on disposition of BJ Services
Litigation and product liability claims
Geographic and product line restructurings
Impairment of assets relating to Iraq and Kuwait
Settlement of warrant obligation
Other
Net unusual charge

$65,721
(33,100)
(22,646)
(4,600)
(4,500)
(2,000)
$(1,125)

As described in Note 2, in July 1990, the Company recognized a gain on the disposition of a
portion of its investment in BJ Services upon completion of an initial public offering of BJ
Services’ common stock.
As discussed in Note 12, the Company recorded a charge with regard to the judgment rendered
against BJ Services to accrue the Company’s estimate of the ultimate cost for the disposition of this
suit through appeal or settlement. In addition, the Company accrued a warranty settlement related
to a product line disposed of in 1988.
During the fourth quarter of 1990, the Company determined that the geographic or product line
restructuring of several businesses was necessary. Of the $22,646,000 accrued for these
restructurings, the most significant charge relates to the Company’s withdrawal from substantially
all oilfield operations in Brazil.
Iraq’s recent invasion of Kuwait and the resulting government actions by the United States and
certain other countries blocking property of and prohibiting transactions with Iraq and Kuwait have
created uncertainty as to certain assets relating to these two countries. As a result, the Company
wrote these assets down to their estimated net realizable value.
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In July 1990, the Company reached an understanding with Asea Brown Boveri to exchange
150,000 shares of the Company’s common stock and its 10% investment in Vetco Gray, Inc.
("V-G") for release from a warrant issued by the Company pursuant to which shares of common
stock of V-G are exchangeable for up to 1,146,823 shares of the Company’s common stock. The
date on which the exchange for the 150,000 shares occurs is the earlier of October 1, 1991 or the
date on which at least one share of V-G’s preferred stock has been redeemed and is contingent upon
obtaining consents from V-G related parties, which cannot be unreasonably withheld.
In 1988, the Company recognized $47,475,000 of net unusual credits consisting of the following
items (in thousands):
Patent infringement settlement credits
Impairment of long-lived assets
Operational restructurings
Disposal of product lines
Other
Net unusual credits

$150,157
(36,300)
(36,800)
(20,800)
(8,782)
$ 47,475

During 1988, the Company settled two patent infringement lawsuits against Smith International,
Inc. ("Smith") and Dresser Industries, Inc. ("Dresser"). In December 1987, the Company received
$89,750,000 in cash and a $10,000,000 note (bearing interest at the prime rate of the Chase
Manhattan Bank plus 1.5% per annum) from Smith. Of the proceeds, $95,000,000 has been
recorded as an unusual credit and $4,750,000 has been recorded as interest income in accordance
with the terms of the settlement agreement. In July 1988, the Company received from Dresser
$23,000,000 in cash and Dresser’s 27.7% interest in B-J Titan Services Company Partnership of
which the Company already owned the remaining 72.3%. Accordingly, an unusual credit of
$55,157,000 was recorded in the fourth quarter of 1988. As a result, excess costs arising from
acquisitions increased $15,794,000.
During 1988, the Company determined that certain of its assets had been permanently impaired
due to changes in market conditions and operating strategies and that disposal of certain product
lines and the continued consolidation of geographic operations was necessary. Accordingly, the
Company recognized charges to operations totalling $102,682,000. Of these charges, $36,300,000
related to the impairment of assets of part of the Company’s pumping services operations in Latin
America, and $26,200,000 related to the writedown of mining equipment inventory and a provision
for consolidation of certain businesses, which resulted from the strategic restructuring of the
Company’s mining equipment operations and was recorded in the fourth quarter of 1988.
Note 2—Acquisitions and Dispositions:
••••

In July 1990, BJ Services completed an initial public offering of its common stock, after which
the Company’s investment in BJ Services decreased to approximately 29%. BJ Services participates
in the pumping services segment of the oilfield service market and is primarily involved in the
cementing, fracturing and acidizing of oil and gas wells. The Company received $198,797,000 in
cash and recognized a gain of $65,721,000. The Company has accounted for its investment in BJ
Services using the equity method of accounting from the date of the sale.
••••

Note 12—Litigation:
On October 26, 1990, a U.S. District Court jury in Midland, Texas awarded a judgment of
$124,000,000 against the Company’s former subsidiary, BJ Services, in a lawsuit alleging
overcharges in services performed by BJ Services and a predecessor, Titan Services, Inc. The
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plaintiffs in the lawsuit were limited partnerships controlled by Parker & Parsley Petroleum
Company of Midland, Texas. At the time of the alleged overcharging by BJ Services, BJ Services
was a partnership which was 72% owned by the Company. The remaining interest in the partnership
at that time was held by Dresser Industries, Inc. Subsequently, this remaining interest was acquired
by the Company. The Company agreed, in connection with the initial public offering by BJ
Services, to indemnify BJ Services for damages and costs arising out of this litigation to the extent
such damages and costs exceed the reserves which BJ Services had established in its financial
statements. The Company has also agreed to indemnify BJ Services against claims of this type
arising out of periods prior to July 1990. No such other claims have been asserted.
The Company believes that the jury award is grossly in excess of any actual damages, if any,
and intends to vigorously appeal the verdict. The Company is conducting this litigation on behalf
of itself and BJ Services. The Company also believes that any ultimate liability may be covered by
insurance and has claimed coverage from its insurance carriers, and the Company also has claims
against other parties which it may pursue. Management, after review and consultation with counsel,
believes that the ultimate outcome of this matter will not have a material adverse effect on the
Company’s consolidated financial position.

CROWN BOOKS CORPORATION, JANUARY 31, 1991
Crown Books Corporation and Subsidiaries
Consolidated Statements o f Income
Years Ended January 31,

1991

1990

15,661,000
1,829,000
17,490,000

16,684,000
—
16,684,000

••••

Income before income taxes and unusual item
Unusual item (Note 8)
Income before income taxes
• •••

Crown Books Corporation and Subsidiaries
Notes to Consolidated Financial Statements
Years Ended January 31, 1991, 1990, and 1989
Note 8—Bookstop, Inc.
On September 1, 1989, the Company acquired approximately 42% of the outstanding common
stock of Bookstop, Inc. ("Bookstop") (or approximately 18% of such shares on a fully-diluted basis
assuming conversion of preferred stock and exercise of outstanding options). The Company paid
approximately $6,141,000 in connection with the acquisition of the stock and certain other rights.
On September 8, 1989, the Company made an offer to acquire the balance of Bookstop by merger
for approximately $40.00 per share of common stock. On September 27, 1989, BDB Corporation
("BDB") acquired approximately 62.5% of Bookstop’s outstanding voting securities, including all
of its preferred stock. On October 20, 1989, BDB commenced a tender offer to additional shares
of Bookstop’s common stock at a price of $35.38 per share. On November 30, 1989, Bookstop’s
board of directors approved BDB’s proposal to acquire the balance of Boosktop by merger at a
price of $35.38 per share (thereby tacitly rejecting the Company’s merger proposal) and the merger
was approved by a stockholder vote in the form of a written consent executed by BDB. A certificate
of merger was filed in Delaware on December 1, 1989.
Also on December 1, 1989, the Company filed with the Court of Chancery for the State of
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Delaware in New Castle County a motion for a temporary restraining order and a complaint against
BDB, Bookstop and its current and certain former directors, alleging that Bookstop and BDB had
breached a stockholders’ agreement and that the directors had breached their fiduciary obligations
in approving BDB’s merger proposal, and seeking to enjoin (or rescind) the merger and to rescind
BDB’s September 27, 1989 acquisition of Bookstop stock and the tender offer. The motion for a
restraining order was denied. By decision dated February 2 8 , 1990, the court denied the Company’s
motion for a preliminary injunction, denied the Company’s motion for summary judgement for
breach of the stockholders’ agreement and granted the defendant’s motion to dismiss the claim for
breach of the stockholders’ agreement. Thereafter the Company filed a petition for appraisal and
payment for the Company’s shares of common stock cancelled in the merger. In May 1990, the
Company, Bookstop and BDB agreed to a settlement with respect to both lawsuits. In connection
with the settlement, Bookstop paid the Company approximately $8,300,000 for the Company’s
interest in Bookstop, certain expenses and the termination of the litigation.

GOODYEAR TIRE & RUBBER COMPANY, DECEMBER 31, 1990
Consolidated Statement o f Income
The Goodyear Tire & Rubber Company and Subsidiaries
(Dollars in millions, except per share)
Year Ended December 31,

1990

1989

1988

• •••

Cost and Expenses:

Unusual items

103.6

109.7

78.8

55.9

470.9

537.5

• •••

Income before Income Taxes and Extraordinary Item
••••

Notes to Financial Statements
The Goodyear Tire & Rubber Company and Subsidiaries
Unusual Items
A summary of the pretax unusual charges follows:
(In millions)
Restructuring
Plant closure and sale of facilities
Discontinued segment
Environmental cleanup costs
Sale of assets
Pension settlement/asset reversion
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1990

1989

1988

$ 66.4
15.0

$ 18.4
43.0

$27.9
—

22.2
—
—
$103.6

—
48.3
—
$109.7

—
—
50.9
$78.8

1990
The restructuring of United States tire operations during the second quarter resulted in a charge
of $20.0 million ($12.2 million after tax) from the reduction of personnel in various sales,
distribution and other operations and other associated costs. The Company also incurred
restructuring charges of $46.4 million ($38.2 million after tax) during the third quarter. The costs
resulted from: a realignment of European tire marketing, distribution and production operations,
which will eliminate approximately 1,180 jobs by mid-1992; the phaseout of medium and heavy
truck tire production at the Valleyfield, Quebec, Canada plant; and the rationalization of certain tire
and related production operations in Canada and Argentina.
The decision to close the New Bedford, Massachusetts, roofing systems plant resulted in a
charge of $15.0 million ($9.2 million after tax) during the second quarter for personnel reduction
and other plant closures costs.
The Company recorded a charge of $22.2 million ($13.5 million after tax) during the third
quarter for environmental cleanup costs associated with a business segment discontinued in 1986.
1989
The Company accrued expenses of $18.4 million ($10.9 million after tax) for the reduction of
bias-ply truck tire capacity at the Gadsden, Alabama plant and from the realignment of the
Canadian operations.
The Company sold its South African tire and general products manufacturing subsidiary for
$41.0 million. A loss of $43.0 million ($52.0 million after tax) was recorded in the second quarter,
the majority of which was due to the recognition of the decreased value of the Company’s assets
in South Africa arising from the devaluation of the South African Rand during the past several
years.
The Company’s oil transportation subsidiary, All American Pipeline Company, sold about 435
miles of unused 30-inch pipe for $70.0 million in the second quarter. A loss of $48.3 million ($43.0
million after tax) was recorded on the sale.
1988
The Company, in an effort to reduce operating expenses, consolidated tasks and eliminated
duplicate job responsibilities at a cost of $27.9 million ($17.1 million after tax) in the fourth
quarter.
The Company settled its pension liability for the principal domestic salary plan for all benefits
accrued to June 30, 1988, through the purchase of annuity contracts from major insurance
companies during the fourth quarter. A loss of $10.9 million was recorded. In a related transaction,
excess assets of $400.0 million before taxes were reverted to the Company. Excise tax of $40.0
million was incurred on the asset reversion making the total charge to Unusual Items $50.9 million.
The combined effect of these transactions, together with the reversal of deferred tax recorded on
the 1986 pension settlement, resulted in an after tax charge of $9.7 million in 1988. Proceeds to the
Company amounted to $210.0 million after deducting excise tax and federal and state income taxes.
For further information regarding the tax effects on the transaction, see the note to the financial
statements entitled Income Taxes.
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MOTO PHOTO INC., DECEMBER 31, 1990
Consolidated Statements o f Operations
Moto Photo, Inc. and Subsidiaries
Year Ended
December 31,
1990

Year Ended
December 31,
1989

Year Ended
December 31,
1988

313,150
40,626,151
(1,970,696)

—
30,824,913
636,356

• •• •

EXPENSES

Unusual and other charges—Note M
(Loss) Income Before Income Taxes

4,994,000
42,517,361
(5,830,013)

Notes to Consolidated Financial Statements
Note M—Unusual and Other Charges
During the fourth quarter of 1990 the Company decided to restructure its operations and balance
sheet. This involved greater emphasis on inclusion of portrait studios in Company and franchise
stores, reductions in overhead expenses, and writing off of marginal or non-productive assets, as
scheduled below. Notes E and N describe the changes to the Company’s capital and debt structure.
In the fourth quarter of 1989, $313,150 was recorded to write off goodwill and equipment which
management determined had no value. The effect of the 1990 and 1989 charges increased the fourth
quarter net loss by $.89 and $.06 per common share, respectively. A summary of these charges
follows.

Valuation adjustments on stores identified
for refranchising.
Provision for expenses and write-off of
assets for Company stores closed or
scheduled to be closed.
Additional provisions to, and write-downs
of, accounts and notes receivable.
Write-off of other intangible assets.
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1990

1989

$2,369,000

$259,150

1,418,000

54,000

875,000
332,000

—
—

$4,994,000

$313,150

QUAKER STATE CORPORATION, DECEMBER 31, 1990
Consolidated Statement o f Income
Years ended December 31
(in thousands except per share data)

1990

1989

1988

(5,398)
857,552
26,757

(9,942)
813,968
15,142

(5,804)
871,158
18,181

••••

Costs and Expenses
••••

Unusual items (Note 2)
Income before income taxes
• •• •

Notes to Consolidated Financial Statements
Quaker State Corporation and Subsidiaries
2. Unusual Items: On April 3 0 , 1990, the company completed the sale of the McKean refinery and
Emlenton wax plant to Petrowax PA Inc., a subsidiary of U.S. Petroleum Corporation, for $20
million in cash and a $10 million subordinated note, payable in quarterly installments, beginning
in 1991 over a term of eight and one-half years, with interest of 13 1/2%. The sale resulted in a
pretax gain on sale of assets of $3,643,000 and a LIFO liquidation pretax profit of $1,755,000 on
inventory sold to the purchaser. The $10 million note has been recorded as deferred income and will
be recognized as the proceeds from the note are collected.
In March 1989, The Valley Camp Coal Company (Valley Camp), a subsidiary of the company,
negotiated the termination of a coal supply agreement at its Valley Camp of Utah, Inc. Belina Mine.
Under the terms of the settlement, the purchaser was to pay the company a total of $15 million,
payable in six annual installments of $2.5 million commencing December 31, 1989. The present
value of the settlement, net of estimated losses under a new contract at the Belina Mine, was
recorded as a pretax gain of $9,707,000 in the quarter ended June 30, 1989. In December, 1989 the
company settled this receivable in full and recognized an additional pretax gain of $235,000.
In the fourth quarter of 1988, the company sold all shallow oil well properties written down in
1987. The sale resulted in a pretax gain of $9,004,000 due principally to the assumption by the
buyer of liabilities recorded in 1987 relating to the cost to plug and abandon certain of these wells
and related facilities.
In December 1988, the company recorded a pretax charge of $5,700,000 related to an early
retirement program offered to certain salaried employees in the form of increased pension benefits.
Also in December 1988, the company made adjustments of $2,500,000 to previously recorded
accruals for the closure of the Ohio Valley Refinery due to more favorable experience than
originally anticipated.

TW HOLDINGS INC., DECEMBER 31, 1990
Statements o f Consolidated Income (Loss)
In thousands except per share amounts
Successor
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Year Ended
December 31,
1990

July 21 to
December 31,
1989

236,353

96,123

13,687

72,983

••••

Operating income
Other charges (credits):
• •• •
Merger related costs and unusual items (Note 13)
•• ••
Notes to Consolidated Financial Statements
Note 13—Merger Related Costs and Unusual Items

Included in the reported results of operations of Successor for the year ended December 31,
1990 are $13,687,000 of deferred financing costs expensed in connection with the refinancing of
the senior asset and real estate bridge loan.
Included in the reported results of operations of the Successor for the period from July 21 to
December 31, 1989 are a total of $72,983,000 of merger related costs associated with the
acquisition of the Company. These expenses include $18,853,000 of employee related costs,
principally severance payments, fees of $5,258,000 paid to the Company’s lending group to obtain
waivers under its prior credit or loan agreements, fees of $34,747,000 paid to the Successor’s
lending group for bridge financing, fees of $4,027,000 paid to outside legal and financial advisors
for costs associated with the acquisition and related financings and $10,098,000 in fees related to
the liquidation of certain debt instruments.
••••
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VII
INFREQUENT GAINS AND LOSSES

Under APB Opinion 30, gains and losses that are infrequent, without additionally being unusual,
are reported as a separate component of income from continuing operations. According to the
Opinion, a gain or loss is infrequent if it arises from an event that is of a type not reasonably
expected to recur in the foreseeable future. The past occurrence of an event for a particular entity
provides evidence to assess the probability of recurrence of that type of event in the foreseeable
future.
Companies in NAARS have invariably used the word nonrecurring rather than infrequent—
which apparently have the same meaning—to describe gains and losses. Examples of gains or
losses reported as a separate component of income from continuing operations and described as
nonrecurring, but not as unusual, by fourteen enterprises are presented below. The examples are
classified according to whether or not the gain or loss is classified in the income statement as part
of operating income.

CLASSIFIED AS PART OF OPERATING INCOME

DSC COMMUNICATIONS CORPORATION, DECEMBER 31, 1990
DSC Communications Corporation and Subsidiaries
Consolidated Statements o f Income
(In thousands, except per share data)
Years Ended December 31,

1990

1989

1988

• •• •
Operating costs and expenses:
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Years Ended December 31,

1990

1989

1988

• •••
Nonrecurring charges:
Write-down of assets associated with
joint venture
Restructuring costs

4,039
3,505

1,000

• •• •
Total operating costs and expenses

148,095

121,836

115,016

DSC Communications Corporation and Subsidiaries
Notes to Consolidated Financial Statements
Nonrecurring Charges
During the fourth quarter of 1990, the Company recorded nonrecurring charges totaling
$7,544,000 ($6,337,000 after taxes or $0.15 per share) comprised of a write-down of assets
associated with a minority-owned joint venture of $4,039,000, and estimated restructuring costs of
$3,505,000.
During 1991, the Company and its majority venture partner are expected to phase-down a joint
venture which was formed in 1986 to develop, market and sell an expanded line of microwave radio
products. Certain inventory produced for the joint venture and receivables due from the joint venture
are not expected to be recoverable, resulting in the provision for the write-down of these assets. A
termination plan for the joint venture has not been developed or agreed to by the Company or the
majority venture partner. Future losses, if any, resulting from the termination of the venture are not
expected to be material to the Company’s financial condition.
The provision for restructuring includes the estimated costs for realignment of portions of the
Company’s manufacturing and administrative activities, including estimated severance costs for
recent personnel actions designed to improve operating efficiency.

HBO & COMPANY, DECEMBER 31, 1990
Consolidated Statements o f Income
(000 Omitted Except fo r Per Share Data)
For the Years Ended December 31

1990

1989

1988

3,091
189,118

178,445

166,333

••• •
Operating Expenses:
••••
Nonrecurring Charge
Total Operating Expenses
••• •
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Notes to Consolidated Financial Statements
December 31, 1990, 1989, and 1988

1. Operations and Summary of Significant Accounting Policies:
• •• •

Nonrecurring Charge
During the fourth quarter of 1990, a nonrecurring charge of $3,091,000 was incurred primarily
related to the discontinuance of MSSI’s imaging equipment maintenance and refurbishment
business. [Ed. Note: MSSI is a subsidiary o f HBO & Company.]
••••

HERCULES INCORPORATED, DECEMBER 31, 1990
Consolidated Statement o f Income
Hercules Incorporated
(Dollars in thousands, except per share)
Year Ended December 31

1990

1989

51,598
190,121

2,330
(121,293)

1988

••••

Nonrecurring operating expenses, net
Profit (loss) from operations

25,548
129,657

••••

Notes to Financial Statements
Hercules Incorporated
(Dollars in thousands)
7. Nonrecurring Operating Expenses, Net
Nonrecurring operating expenses and credits are by their nature related to operations of the
company but do not relate directly to, nor benefit, current ongoing business activity.
During 1990, the charge includes facility shutdown costs of $22,125, severance benefits of
$17,891 for personnel reductions (principally corporate staff) and environmental cleanup costs of
$6,336. The charge in 1988 represents a provision for an early retirement incentive program.

HERITAGE MEDIA CORPORATION, DECEMBER 31, 1990
Consolidated Statements o f Operations
Years ended December 31, 1990, 1989, and 1988
(Dollars in thousands, except per share information)
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1990

1989

1988

7,888
190,203
13,651

149,899
15,101

36,647
9,872

• •• •
Costs and expenses:
••••
Other nonrecurring (note 8)
Operating income
• •• •
Heritage Media Corporation
Notes to Consolidated Financial Statements
December 31, 1990, and 1989
(8) Other Nonrecurring Expenses
Other nonrecurring expenses for the year ended December 3 1 , 1990 are summarized as follows:
(thousands o f dollars)
Compensation expense related to purchase by
POP of outstanding employee stock options
prior to merger
Write-down of barter accounts

$ 6,891
997
$ 7,888

[Ed. Note: POP is a subsidiary o f Heritage Media Corporation.]

MEAD CORPORATION, DECEMBER 31, 1990
The Mead Corporation and Consolidated Subsidiaries
Statements o f Earnings
(All dollar amounts in millions except per share amounts)
Year Ended December 31
1990

1989

1988

••• •
88.5
215.9

Nonrecurring operating expenses (Note J)
Earnings from operations
• •••
Notes to Financial Statements
Years Ended December 31, 1990, 1989, and 1988
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346.1

407.5

J—Nonrecurring Operating Expenses
Nonrecurring operating expenses of $88.5 million in 1990 include provisions for the valuation
of non-productive assets, principally related to the operations of the Ampad Corporation, a
wholly-owned subsidiary, and costs of an early retirement program.

ROGERS CORPORATION, DECEMBER 31, 1990
Consolidated Statements o f Income and Retained Earnings
(Dollars In Thousands, Except
Per Share Amounts)

1990

1989

1988

••••

Nonrecurring Cost Reduction Charge (Note C)
Total Costs and Expenses
Operating Income (Loss)

7,075
192,713
(2,394)

169,948
5,000

159,741
2,735

••••

Notes to Consolidated Financial Statements
Note C—Nonrecurring Cost Reduction Charge
During the second quarter of 1990, the Company initiated a number of cost reduction actions.
In connection with these actions, the Company recorded a $7,075,000 pretax charge, which relates
primarily to a reduction in salaried work force through early retirement incentives and terminations;
divestiture of the keyboard business, along with its manufacturing facility in France; sale of the
matrix printing material product line; asset write-downs; and organization consolidations.
The balance of the cost reduction charge at December 30, 1990, was $2,621,000 and is
primarily for remaining payments of salary and benefits to certain employees and for the projected
net costs for completing the divestitures.
Note G—Pensions
The Company has three noncontributory defined benefit plans covering substantially all U.S.
employees.... In 1990, a special early retirement program was offered to domestic salaried
employees meeting certain age requirements. Pension expense in 1990 included $2,092,000 of these
early retirement costs, which were provided for as part of the nonrecurring cost reduction charge
(see Note C)....

NOT CLASSIFIED AS PART OF OPERATING INCOME

BALLARD MEDICAL PRODUCTS, SEPTEMBER 30, 1990
Ballard Medical Products
Statements o f Operations
For the Years Ended September 30, 1990, 1989, and 1988
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Notes

1990

1989

1988

7,609,276

5,768,346

3,675,645

1,000,000

—

—

• •• •
OPERATING INCOME
OTHER INCOME (EXPENSE):
• •••
Nonrecurring income

5
• •• •

Ballard Medical Products
Notes to Financial Statements
5. Commitments and Contingent Liabilities
• •••
On March 1 , 1990, the Company entered into a settlement agreement regarding certain litigation
which had been ongoing for several years. The Agreement provided, among other things, that the
plaintiff discontinue its challenge to the Company’s patents and the Company would not proceed
with its patent infringement claims against the plaintiff. The plaintiff also agreed that the
Company’s patents were valid and enforceable. The Company agreed to settle the litigation for a
one-time payment received in 1990 and to grant certain licenses to the plaintiff in return for royalty
payments.
••••

CELLULAR COMMUNICATIONS INC., DECEMBER 31, 1990
Consolidated Statements o f Operations
Cellular Communications, Inc. and Subsidiaries
Year Ended December 31,

1990

1989

1988

• •••
OPERATING INCOME (LOSS)
OTHER INCOME (EXPENSE):

7,969,000

(19,500,000)

(5,315,000)

• •• •

Nonrecurring charges

(7,564,000)
••••

Notes to Consolidated Financial Statements
Cellular Communications, Inc. and Subsidiaries
Note A—Merger and Joint Venture Agreement

106

—

—

On January 29, 1991, the Company’s shareholders approved and adopted the Amended and
Restated Agreement and Plan of Merger and Joint Venture Organization, dated as of December 14,
1990 (the "Merger Agreement"), between the Company, certain of its subsidiaries, including CCI
Newco, Inc. ("New CCI"), and PacTel Corporation ("PacTel"). The Agreement includes, among
other matters, (i) the formation of a joint venture equally owned by the Company and PacTel
comprised of the Company cellular telephone interests in Ohio and PacTel’s cellular telephone
interests in Michigan and Ohio ("Joint Venture"), (ii) the distribution to the Company’s shareholders
of all of the stock on the sale of International, LDCO and PRCO (see below), (iii) the obligation
of PacTel to purchase for approximately $87 million (subject to adjustment) newly issued shares
of the Company equal in the aggregate to approximately 5% of the Company’s fully diluted capital
stock, (iv) the right of PacTel to increase its ownership of the Company’s capital stock up to 27.5%
on a fully diluted basis over approximately four and one-half years following the merger, (v) a
redemption by New CCI in October 1995 of up to 10.04 million shares of New CCI’s redeemable
stock (subject to certain antidilution adjustments) for $60 per share, and (vi) an appraisal process
commencing as soon as five years after the closing pursuant to which PacTel will have the right
to acquire the remainder of the Company....
International, LDCO and PRCO are wholly-owned subsidiaries of the Company. International’s
primary asset is its investment in a joint venture organized to apply for a cellular telephone license
in Italy, San Marino and Vatican City. LDCO is expected to operate the private line microwave
transmission service between the Joint Venture’s cell sites and switches and is expected to sell
interexchange long distance service to the Joint Venture’s cellular customers. PRCO owns and
operates the Company’s cellular telephone systems in Puerto Rico.
The Company incurred $7,564,000 of special legal, accounting, financial advisory, printing and
registration fees relative to the Merger Agreement in 1990. The Company incurred an additional
$3,000,000 for financial advisory fees upon the shareholders’ approval in January 1991, and a final
$3,000,000 for financial advisory fees will become payable upon the closing. In addition, the
Company expects to incur an additional $1,000,000 primarily for legal fees in 1991.

LIN BROADCASTING CORPORATION, DECEMBER 31, 1990
LIN Broadcasting Corporation and Subsidiaries
Consolidated Statements o f Operations
For the Years Ended December 31, 1990, 1989, and 1988
1990

1989

1988

••••

Operating income
Other Income (Expenses):

134,912,000

97,143,000

88,376,000

••••

Nonrecurring charges

(292,884,000)

(76,629,000)

—

• •• •

Notes to Consolidated Financial Statements
Note 15—Nonrecurring Charges
On September 10, 1989, and on October 27, 1989, the Board of Directors of the Company
approved the terms of a Merger with BellSouth Corporation whereby BellSouth would merge its
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domestic cellular operations into a subsidiary of the Company. On December 11, 1989, BellSouth
terminated Agreement and Plan of Merger between the two companies and, pursuant to the
Agreement, the Company paid BellSouth a $54 million termination fee and reimbursed BellSouth
for out-of-pocket expenses of $12.5 million.
In addition, during 1989, the Company incurred approximately $10.1 million of special legal
and other financial advisory fees relative to the BellSouth merger agreement and tender offers by
a wholly owned subsidiary of McCaw Cellular Communications, Inc. to acquire all or a part of the
outstanding shares of the Company.
During the first-quarter of 1990, nonrecurring costs of $292.9 million were incurred which
related largely to the Company’s obligations arising from the completion of the McCaw tender offer
for 21.9 million shares of the Company’s stock. These charges consisted of $233 million for the
purchase of officer vested options and the balance was due to officer and employee severance
contracts and legal and financial advisory costs.

MCCAW CELLULAR COMMUNICATIONS INC., DECEMBER 31, 1990
McCaw Cellular Communications, Inc. and Subsidiary Companies
Consolidated Statements o f Operations
Years Ended December 31, 1990, 1989, and 1988
(Dollars In Thousands, Except Per Share Amounts)
1990

1989

1988

48,380

(140,222)

(154,139)

• •• •
Income (loss) from operations
Other income (expenses):
• •• •
Nonrecurring charges

(16,621)

—

—

• •• •

McCaw Cellular Communications, Inc. and Subsidiary Companies
Notes to Consolidated Financial Statements
December 31, 1990
2. Significant transactions:
Purchase of LIN Broadcasting Corporation:
On March 5, 1990, the Company purchased 21.9 million shares of LIN common stock for
$154.11 per share, for an aggregate of approximately $3,375 million. Together with the 5.1 million
shares previously owned by the Company, the Company owns approximately 27 million shares
representing an approximate 52% interest in LIN on a fully diluted basis....
Metromedia Transaction:
On August 10, 1990, LIN acquired Metromedia Company’s (Metromedia) 46% direct and
indirect interest in Metro One, the New York City nonwireline cellular licensee, and certain indirect
minority interests in Metro One held by third parties for an aggregate cash amount of approximately
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$1,091 million, which was financed through long-term debt....
Concurrent with its acquisition of Metro One, LIN sold to Metromedia 1.01% of its ownership
interest in Metrophone, the Philadelphia nonwireline cellular licensee for $15.9 million. As a result
of this sale, LIN’s ownership interest declined to 49.99% and Metromedia obtained voting control
over Metrophone....
The Metro One acquisitions and the disposition of controlling interest in Metrophone are
reflected in the accompanying financial statements as if the changes in ownership control occurred
concurrent with the purchase of LIN on March 5, 1990. The difference between LIN’s ownership
interest prior to and subsequent to the change in control has been reflected in minority interest and
equity in income (loss) of unconsolidated investees.
Sale of Southeast Cellular Systems
On February 27, 1990, the Company sold to Contel Cellular Inc. all of its cellular interests in
Kentucky, Alabama and Tennessee (the Southeast Cellular Systems) and recognized a gain of
approximately $1,158 million (the Contel Transaction).
Pro Forma Information:
The following pro forma consolidated results of operations reflect the completed transactions
as described above as if they had occurred January 1, 1989. The gains recognized on the Contel
Transaction and the sale of 1.01% interest in Metrophone, certain expenses incurred by the
Company and LIN relating to the acquisition of LIN by the Company, and related income taxes
have been excluded from this pro forma presentation as they are considered nonrecurring.
• •• •

OUTLET COMMUNICATIONS INC., DECEMBER 31, 1990
Outlet Communications, Inc.
Consolidated Statements o f Operations
Years ended December 31,

1990

1989

1988

••••

Income before items noted below
Interest expense
Nonrecurring items—net
Income (loss) before income taxes
and extraordinary credit

6,414,000
(15,946,000)
16,711,000

11,280,000
(25,611,000)
38,262,000

10,090,000
(29,346,000)
(2,252,000)

7,179,000

23,931,000

(21,508,000)

• •••

Consolidated Financial Statements
Outlet Communications, Inc.
December 31, 1990
Notes to Consolidated Financial Statements
7. Nonrecurring Items and Extraordinary Credits
The nonrecurring items in 1990 and 1989 represent gains on sales of television and radio
stations (as described in Note 2) net of a write-off of marketable securities in the amounts of
$148,000 and $2,577,000, respectively. The 1988 amount represents a payment of $2,252,000 to
a former Chairman of the Board in accordance with a separation agreement.
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••••
2. Acquisitions and Dispositions
• •• •
On December 2 9 , 1989, the Company agreed to sell radio stations WTOP-AM and WASH-FM,
Washington, D.C. (both owned by Broadcasting) and television stations WATL, Atlanta, Georgia,
and WXIN, Indianapolis, Indiana (both owned by Atlin), to affiliates of Chase Communications,
Inc. for cash proceeds of approximately $111,000,000. The transaction was completed on March
19, 1990 with the Company realizing a gain of $16,859,000. Proceeds from the transaction were
applied to reduce the Company’s outstanding bank debt. [Ed. Note: Broadcasting and Atlin are
subsidiaries o f Outlet Communications Inc.]
As of December 31, 1988, Broadcasting agreed to sell radio stations KIQQ-FM, Los Angeles,
California to Westwood One Incorporated for $56,000,000 and WIOQ-FM, Philadelphia,
Pennsylvania to Professional Broadcasting, Incorporated, a subsidiary of EZ Communications, for
$19,150,000. The WIOQ sale was completed on January 19, 1989 and the KIQQ sale was
completed on March 1 6 , 1989. Broadcasting realized a gain from these sales of $40,839,000, which
was recorded in the first quarter of 1989. The net proceeds of these transactions were used to reduce
Broadcasting’s outstanding bank debt.
••• •

PITNEY BOWES INC., DECEMBER 31, 1990
Pitney Bowes Inc.
Consolidated Statement o f Income
(Dollars in thousands, except per share data)
Years ended December 31

1990

1989

86,500
2,867,906

2,614,628

1988

••••
Costs and expenses:
• •• •
Nonrecurring charges
Total costs and expenses

110,000

—

2,222,694

• •• •
Pitney Bowes Inc.
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data or as otherwise indicated)
11. Nonrecurring charges
In December 1989, the company announced a series of transition initiatives designed to improve
the company’s competitiveness, enhance business focus and allow for the transition to a new
generation of advanced systems products. In support of these initiatives, the company recorded a
one-time, pretax charge of $110 million against fourth-quarter 1989 earnings. The three-year
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transition program includes a reduction in the company’s worldwide workforce approximating 1,500
positions, a change of employee skill mix, a reduction in the number of product distribution centers
and a streamlining of administrative systems and equipment service organizations. The company
also established a dedicated U.S. copier division responsible for sourcing, selling, marketing,
servicing and supporting the company’s copier products.
In September 1990, the company changed its copier marketing strategy and announced plans
to discontinue the remanufacture of used copier equipment. The copier organization now
concentrates on new, higher-margin copiers consistent with its marketing strategy directed at serving
large corporations and multi-unit installations. As a result of this change in strategy and the
resultant discontinuance of the equipment remanufacturing process, the company adjusted the
estimated useful life of copiers from five years to three years and established a reserve for the
disposal of copiers which previously would have been remanufactured, employee severance
payments and facility closing costs. The aggregate one-time, pretax charge against 1990
third-quarter earnings was $86.5 million.

SYNTRO CORPORATION, SEPTEMBER 30, 1990
Syntro Corporation and Subsidiary
Consolidated Statement o f Operations
Years ended September 30,

1990

1989

1988

479,562
133,584
5,633,912

449,822
154,009
6,446,816

463,000
172,547
8,169,470

• •••

Cost and expenses:
••••

Nonrecurring expenses (Note 2)
Interest expense
Total costs and expenses....

Syntro Corporation and Subsidiary
Notes to Consolidated Financial Statements
September 30, 1990, 1989, and 1988
2. Nonrecurring Charges
Patent litigation expenses
In March of 1989, The Upjohn Company filed suit against Syntro alleging patent infringement
related to Syntro’s PRV/Marker vaccine. Syntro denied the allegations and filed counterclaims. The
U.S. Patent and Trademark Office declared an interference between the Upjohn patent and the
patent application under which Syntro and SyntroVet are licensed. In August of 1990, Syntro and
Upjohn resolved their dispute and agreed to a cross-licensing arrangement. The Company had
nonrecurring expenses of $479,562 and $87,498 in fiscal 1990 and 1989, respectively, related to
their defense in this litigation. Of the fiscal 1990 expenses, $134,331 was incurred during the fourth
quarter.
Separation settlement with former officers and restructuring/relocation costs
During fiscal 1988, the Company incurred one-time expenses of $463,000 in connection with
employment terminations. During fiscal 1989, the Company incurred restructuring/relocation costs
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of $362,000 in connection with employment terminations, reductions in staff and relocation of its
principal executive offices from San Diego, California to Lenexa, Kansas.

WOLVERINE WORLD WIDE INC., DECEMBER 31, 1990
Consolidated Statements o f Operations
(Thousands o f Dollars, Except
Per Share Data) Fiscal Year

1990

1989

1988

••••
Costs and expenses:
• •• •
Restructuring and other nonrecurring
charges—Note I

6,200

1,200

• •• •
EARNINGS (LOSS) BEFORE INCOME TAXES

(6,240)

10,287

8,928

Notes to Consolidated Financial Statements
Note I—Restructuring and Other Nonrecurring Charges
A majority of the 1990 provision for restructuring and other nonrecurring charges consists of
costs relating to the downsizing of factory outlet retail store operations and the discontinuance of
contract shoe manufacturing operations. In addition, the 1990 charge includes, among other things,
costs associated with the litigation matters discussed in Note H, the write-down of certain closed
factory facilities to estimated realizable value, and the write-off of certain intangible assets. The
1989 charge consists entirely of legal costs and losses incurred in connection with the dissolution
of the related partnership. The provisions amounted to $12,300,000 ($1.85 per share) in 1990 and
$800,000 ($.12 per share) in 1989, after related income taxes.
Note H—Litigation
The Company and certain of its subsidiaries are parties to various legal proceedings which have
occurred in the ordinary course of business. The Company and an affiliated partnership that was
dissolved in 1989 are also currently involved in litigation with a cattle hide processing and trading
company and a bank alleging, among other things, that the partnership participated in the conversion
of cattle hides and in a campaign of interference with business relations which injured the cattle
hide company and that such actions contributed to the bank plaintiff s loan losses. The plaintiffs
seek to recover treble and punitive damages, interest and attorney’s fees.
The Company believes it has meritorious defenses in all of the above proceedings and is
vigorously defending these actions.
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APPENDIX
USING NAARS TO OBTAIN ADDITIONAL
EXAMPLES OF INFORMATION ABOUT THE
RESULTS OF OPERATIONS DISCLOSED IN
ACCORDANCE WITH APB OPINION 30

Readers of this survey who have access to NAARS can obtain additional examples of
information about the results of operations disclosed in accordance with APB Opinion 30. They
can do so by using the search frames that were used to obtain the examples presented in this
survey.
The following search frame was used to obtain examples of information disclosed about
disposals of business segments:
FTNT (DISCOP)
Following those instructions, the computer presented notes to financial statements containing
the letter string DISCOP, which is of a kind called "descriptors” in NAARS. DISCOP is
assigned to notes containing information about the discontinuance of business segments.
The following search frame was used to obtain examples of information disclosed about
disposals of parts of business segments:
FTNT (DISCOPNSG)
Following those instructions, the computer presented notes to financial statements containing
the letter string DISCOPNSG, which is the descriptor assigned to notes containing information
about the discontinuance of parts of business segments.
The following search frame was used to obtain examples of information disclosed about
extraordinary items:
EXTOR (EXTRAORDINARY) OR FTNT (XTRA)
Following those instructions, the computer presented sections of income statements containing
extraordinary items, which are classified in NAARS in the segment called EXTOR, and notes to
financial statements containing the letter string XTRA, which is the descriptor assigned to notes
containing information about extraordinary items.
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The following search frame was used to obtain examples of information disclosed about unusual
or infrequent gains or losses:
I/S (UNUSUAL OR INFREQUENT OR NONRECURRING) OR
FTNT (UNUSUAL OR INFREQUENT OR NONRECURRING)
Following those instructions, the computer presented income statements containing items
described as "unusual," "infrequent," or "nonrecurring," and notes containing those words.
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FINANCIAL REPORT SURVEYS'
23

Illustrations and Analysis of Disclosures of Inflation Accounting Information (1981)
A survey of the application of the requirements o f FASB Statement Nos. 33, 39, 40, and 41

24

Illustrations of Foreign Currency Translation (1982)
A survey o f the application o f FASB Statement No. 52

25

Illustrations of Accounting for Innovative Financing Arrangements (1982)

26

Updated Illustrations of Management’s Discussion and Analysis of Financial Condition and Results of Operations
(1983)
A survey of the application o f recently amended Rules 14a-3 and 14c-3 of the Securities Exchange Act of
1934 in annual reports to shareholders

27

Illustrations of Accounting and Reporting by Development Stage Enterprises (1984)
A survey of the application o f FASB Statement No. 7

28

Illustrations of Accounting for Enterprises in Unusual Circumstances and Reporting on Them by Independent
Accountants (1984)
A survey of • troubled enterprises • reorganized enterprises • liquidating enterprises

31

Illustrations of "Push Down" Accounting (1985)

32

Illustrations of Accounting for In-Substance Defeasance of Debt (1986)
A survey o f the application o f FASB Statement No. 76

33

Illustrations of Accounting for Pensions and for Settlements and Curtailments of Defined Benefit Pension Plans
(1987)
A survey o f the application o f FASB Statement Nos. 87 and 88

34

Illustrations of Accounting for the Inability to Fully Recover the Carrying Amounts of Long-Lived Assets (1987)
A survey of the subject o f an issues paper by the AICPA Accounting Standards Division’s Task Force on
Impairment of Value

35

Updated Illustrations of Reporting Accounting Changes (1987)
A survey o f the application o f APB Opinion No. 20, as amended

36

Illustrations of Accounting Policy Disclosure (1987)
A survey o f the application o f APB Opinion No. 22

37

Illustrations of Accounting for Income Taxes (1989)
A survey of the application of FASB Statement No. 96

38

Illustrations of Cash-Flow Financial Statements (1989)
A survey of the application of FASB Statement No. 95

39

Quasi-Reorganizations (1989)
A survey o f quasi-reorganizations disclosed in corporate annual reports to shareholders

40

Illustrations of the Presentation of Financial Information About Consolidated Nonhomogeneous Subsidiaries
A survey o f the application o f FASB Statement No. 94

41

Illustrations of Departures From the New Standard Auditor’s Report on Financial Statements of Business
Enterprises (1990)
A survey o f the application o f SAS No. 58

42

Illustrations of the Disclosure of Related-Party Transactions (1990)
A survey o f the application o f FASB Statement No. 57

43

Illustrations of Compliance Findings in Single Audit Reports of Local Governmental Units (1991)
A survey of reporting under the Single Audit Act of 1984 and OMB Circular No. A -128

44

Illustrations of Pro Forma Financial Statements That Reflect Subsequent Events (1991)

45

Illustrations of Management’s Discussion and Analysis of Financial Condition and Results of Operations (1991)
A survey o f the application o f Item 303 of Regulation S—K and Section 501 o f the Codification of Financial
Reporting Policies of the Securities and Exchange Commission, as modified by Financial Reporting Release
No. 36, issued May 18, 1989

46

Illustrations of the Disclosure of Information About Financial Instruments With Off-Balance-Sheet Risk and
Financial Instruments With Concentrations of Credit Risk
A survey o f the application o f FASB Statement No. 105

47

Illustrations of Reporting the Results of Operations
A survey o f the recent application o f APB Opinion 30

*FRS Nos. 1-22, 29, and 30 are no longer in print.

TECHNICAL HOTLINE
The AICPA Technical Information Service answers
inquiries about specific audit or accounting problems.
Call Toll Free
(800) 223-4158 (Except New York)
(800) 5 2 2 -5 43 0 (New York Only)
This service is free to AICPA members.

03 79 9 2

